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Docket Entries Re: No. 7663-70 

UHITED STATI S TAX COIJRT 
GEiMERAL DOCKIiT 


ONLY COPY AVAILABLE 


DOOKLT NO_ 

ÂppEAr:ÂNC«7oRlifrnoH^ 'T/i'-Z* /./ ... ' 

SIDNE V N. S0L0M0N/. 

NAM « Mai’nnA. 1m_. 

Lake Success, N.Y. UOliO 
ABn„ tM 7rcd rJ.c SofMiife1.d (:3a.rae arid. 1?/J-i/73 


ItON KftADT and IRIS mUT 


0li7 Groovitree Drive 


Attion 


Scrved 


P ETITION FILED: FEE PAID 
ANSWER filcd by Resp 


GRANTED 


REQUEST by Rt-jp for trial at NYC, NY filed 


!0TICE CF i HAL on Dec. 11, 1972 at NewYork, N.Y 


HEARING at New York, N.Y. befoive Judge Sterrott 


■ Toint r ml piotion for continnance 


Grantcd. See order 


OHDER, tha t partlr 3 ,~|otnt oral inotion for contln uanoe 
- 1 3 gran t-i d and i?aeg J 3 contlnued for trial in è ve coi 


TRANSCHTPT o f Doc. 11, 1972 l-ec’d 


Aug. 10 , 10/3 


ITRIAL 


J. doldberfc a nd V/al 


?.e a for petrs at Trjal 


mlation of facts \r ch 


nnpcarance of Frodric Schoinfold fr 






AlU'tf KP iUT AND IRIS KR..UT , 


D>ic 


Moi.rh D>r Tear 

ii 


Filingi and Procccdinp 



( withheld) 
tra-- - V (suh ^e 




SUBMITIED TO JUDGE RAUM 


TUANSCRIPT of Nov. 12, 1973 rec'd. 


ENTRY OF APPE VRANCE by Fredric Scheir "eld for 


ac. 26, 1.973 ! MOTION b y Potr. to oxt-end tlme to Janu-iry 11, 197 1, & 
Feb. 12 . 197U wifch' i which to aubmit openlng Briefs & 


Reply Bv’iefa. _ 


an. lt, 1974 I BRIEF for Re?jondent f lled 


en. 14. 1 *74 BRIEP for PotLtioner filed. (Permission to File 




Jan.14, 1 »74 I ENTRY OF APPE.\RANCE bv 0. John Rorrc as counsel for 


etr. filed 



PETITIONER'S REPLY LRTEF flled. 


REPLY BRIEF for Reso. filed. 


ar. 19, 1974 MOTION for orn 




HEAPING at Washington, D.C. befoer Judge Raum 


Oral Argument. 


April 11,197U mANSCRIPTof Mar. 28, 197U rec'd. 


FIND3NGS OF FACT AND OPINICN filed, Judge Raum. 


»•> 

(Decision will be entered \jnder Rule 155) _ 


uly 25, 197U M3TI0N by Resp. for leave to file Amendment To Anavrer. 


_ I (Arr.sndm snt to Ancf/er Lodged) 

l _ _(Contj nned on page 3) 



JAN 1 4 1j74 




1974 


FEB 12 1074 



JUN 2 7 1974 



IWTTäT 


J uly 26.197U I J 


SHI 


GPO Mt-OI 





























UNITF.D STATES TAX COURT 

GENERAL DOCKET 


«ET NO. 7663-70 


(ConUHKätion)- 


AARCN KRAUT AND IRIS KRAUT 


PCTITIONER iPAGE 3 


Date 


Month Day Year 


Filings and Proceedingf 



RESFUDENT'S COMPUTATICN filed. 


M y) c.c . 


_ (Ob.loctlo n due 5 days t r.rlor to he?.rijig date )_ 

Cct.13.1974 Petr.'s Conputation filed. 1 ' 


Cot.18,1974 NOTICF of filing of Petr. coraputation ur.der 


Huie 155 ead hearlEg on Nov. 6,1974 at Waahin, 


CObjection due 5 days prior to hcarins) 


! 




COM 1 TJTAT.TQN filed 


ct. 30»197li [’DTION by Resp. to contirme hearing on Rule 1 $$ C 


• yj !»! 1 



tationa to Kbtloiis Session InWash.,D.C. on Dec.U,197U. 


(No ObJ. Petr.) 


NOTICE OF CHANGE OF COURTROOM & ADDRF.SS FOR SESSION 


at Washingtov D.C. 


NOTICE of Oblection to Petr, Computation fo 
under Rule 15 5 flle d bv Reso 

ORDER. that the aforesaid informal reauest ö 


is cranted and these cases are stricke 





Oct. 31f 197 


[? 


from the caTendar on Dec. 4,1974 at Washingt 



that these cases are calendared for 


: under R ule 155 onJan. 15,1975 at 



Ccntinucd to oa.re 
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UNITFO STATES TAX CCURT ja 

GENEL2AL DOCKET 


orr no. 


( CoMiniMic••) 


AARON KRA17T AND IRIS M'T 


PETITIONER PAGE 4 


Fiiings and Proccedinjp 


'IOTICE OF CHANGE OF COURTROOM AHD ADDRESS for 


Jan. 15, 1975 Motion Session. 


ORTIKR , that prrLics in fo>. yal requcst is (>r r ntcd ond ca r 
is otrickcn fi’on Motions Socsicn on . *.n. }$» 1975 at 


Waah., D.C. It ia fvrt'ier 


QRDERED, that cace is calendr.ro d for hcaring imder Rnl 




cxtend time to Feb. 26, 1 


v iiich to file Rulo 1 $$ Computations, (No Obj. Petr. 
ACRFED OCCtPOmTION filed 


DIXISION ENTERED, Judre Raun. 


APPELLATE PROCEEDINGS 


Suretv bond in the amount of $481,57A.I6. with Fidelit 


and Deposit Company of Maryland. as snrety, npproved 
and ordered filed 


NOTICE OF APPEAL to U.S.C.A.. 2nd Cir 


OTICE of Filine with co 


Mr. Meade Whitaker, Chief Counsel 


arties. of assembline and date for tran 




Dec. 23,1974 


JW 15 1:75 



Mav 20. 19^5 
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Docket Entries Re: No. 7664-70 

Uf'ITED STATES TAX COURT 

GENEiRAL DOCKET 




WttiÄ 


docket no._ 7(>( M 70 


RRY KRAUT and MARIAN KRAUT 


APPEARANCES FOR PETITIONER: 


-07 Fresh Meadow L ane 
ughlng, New York 11365 


. vs. 


MAMtSldnflV N. .SqT ninr.n^ CF.Tbp 

-—--— Marcus 

At o»im Avcnua^_Laka.Succ na«. W.Y. . n of.n 
PEfiTiONER. Frgdric Scheinfcld (same add., 12/lj/73) 


ffinl^KTrrSi 


UMISSIONER 0F INTERNAL REVENUE, 


O.JOhn Uoggc, 7/7 Third Ave. f Ncw York, N.Y. 10) 


RESPONDENT. 


onth Djv Ycjt 


Filing» ind Procccdingi 


PETIT ION FILED: FEE PAID 


DEC 1 6 1970 


ANSWER Filed by 


F:ST hy Pnrp tr la j at 


-NQ TICE 0F TRTAL on Dec. 11. 1972 at New Yoric. N.Y. 


ÜM»gjQ_ «Lt_Ncw York, N.Y. before Jud.^e Sterrett. 


-Joint oral inotion for contlnuance: Granted.See order. 


ORDER, that parties jolnt oral motion for cont inumnA 


Js granted and caae is continued for trial in due 


cour3e. 


TRANSCRIPT of Dec. 11. 1?72 rcr.M. 


- NfTTTCE OF SETTING Cfl ^ FnR T rr &Ti-NYrMY | ^ 19? - 

_TRIAL at New York f N.Y. before Jud.qe Raum. 


.Sta nley J. Goldberg and V/alter C.n 0 i g y 


recoRnized for netrs at Tri«i. 


tyjüM »iif I A*> 


of facts vi th att. Exh. filed. 


following stipTiiatlon of facts do nnt 


e Raum was 




növ. * 12,1973 




















■ ■ ' f' 
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yt . 




;r«'T no. . 


7(;r..i-70 ONLY COPY AVAILABLE 


'CiVnufM) 


IIAJ?RY KRA17T AHD MARIAN KRALTT 


JA 6 


PETITIONER PAGE 2 


Daie 


-th Day Yeif 



Filing» md Procrcding« 


I 


Roceivod appearance of Fredric Scheinfeld f 


potr s ( vi t hheld) sub.lect to enro llment. _ 

ORIG I WAL BRIEFS DUE - Dec. 27.197 5 _ 

R FPI.Y B RIE FS DUB - Jan. 28.39.7A _ 

_ SÜBMITTKD TO JUDGE RAUM 


' ov, 27. 1973 IT RANMRIPT of Uov. 12, 1973 rcc'd. 

Dgc. I|, 1 973 ENTTtY OF APPR AIT.ViCa by Frc drlc Sch c infeld for petr. 
filed. 



Reply Briefs. 


BRIEF for Respondent filed 


BRIEF for Petitioner filed. (Permission to file 


n. 14, 1974 1 ENTRY OF APPEARA'JCE by O.John Roree as counsel for 


_petr. filed.__ 


PETITIONER'S REPLY BRIEF filed 


b.11,1974 IrEPLY BRIEF for R<• sp. filed. 


KCiTION for oral are ment f ilcd by Petr. 



ORDER that the motlon for oral areument filed this dat 


is granted and this case is calendared for oral 


argument on Harch 28. 1974 at Washington, D.C 


HEARING at Washirgton, D.C. before Judge Ravon. 


pril 11 f 197L TRANSCRIPT of Har. 28 f 197L rec»d. _ 

June 27, 1974 FINDINGS OF FACT AND OPINICN filed, Judge Raum. 


(Dccigion will be entered rnder Rule 155) 


(continued to page 3) 
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:ket ho. 766 U -70 
i ARRY K UT 3 

Date 


UNITED STATES TAX COURT JA ? 

GKNERAL. DOCKET 


( ConlinuttioH ) 


PETITIONER PACE 3 


Filings and Proceedings 


M3TI0N by Reap. for liave tc file Ame dment to Answer. 


(Amendment to Answer Lodged) 


RESPaiUENT'S COMPUTATTON filed. s ; ^ C 


NOTICE OF FILLIQ Resp* n. computation undor Rule 
3nd heâring on No\r. 6. 197 


Objecticn due 5 daya prior to hearine date 


Petr.’s Ccmputation filed. 


1 s i 1 97 /; NOTICE Of f i3..inp; cf Petr. computation under 



July 26, 197h 


OCT 8 

pj 

•Nj 

OCT 8 

iJ74 




Ob.iection due 5 davs prior 


AMKNDED COMPUTATION filed bv ?etr. ^ . J 

M)TION by Resp. to continue hearlng on Rule l£5 Compu^" 
tutlona to December U, 197U at Waeh., D. O. motioia 

ses3ion. (No Ob.-). Potr. ) _ 

NOHCE OF CHAHCE OF COURTROOM & ADDRF.SS FOR SESSION 
at Washlngton, D.C, 

v » ? 6, 1974 NOTIf? of Oblection to Petr 


under Rule 155.. f 






t these cases are calendared for 


under Rule 155 ->n Jan. 15,1975 at \v r a 



CPO S7J-0-4 JG 9/f 


a 




































UNITED STATES TAX COURT ja 8 

GENERAL DOCKET 


'Cket no.7664 - 70 


( Conlinualion) 


harry kraut aiiu iiarian kraut 


Date 


fonth D.iy Vear 


PETITIONER r.-3E 4 



i 

Filings and Proceedings 


j NOTICE OF CHANGE OF COURTROOM AND ADDRESS fcr 


Jan. 15, 1975 Motj.on Session . 
n. 13, 1975 RRDE R, that portj.ea informal request l r? granted and 

. _ caee is strlcken from Motions Session on Jan. 15, 197 

at Wach., D.C. It ig furb hor_ 

ORDERED, that case ls calendared for hear .ing n nder Rule 

__ 155 at Motlons Session on J n. 29 , 1075 ’ a t Uash . f D.c 

MOTION by Resp, to extend to Feb. 26 f 197 5 wtthln 
vhloh to file Rule 155 Coinputat ions. (No Cbj. Petr.) 

A GREED > Ot-IPLUATIOM f.lled._ 

0- | C_SIC i IJ SNTERED, Jud/re Rauri. 

_ APPSLLATE PROCKEDINGS 

_Snrety bond I n the amount of $493,694.88, wlth Fidelity 

-Phd D eposit Company of Maryland, as surety, approved 

and ordered filed. __ 

NOTICE OF APEEAL to U.S.C.A.. :lnd Cir.. file d by Petrs 
NOTICE of Fil ing wi t h copy of notice of appcal sent to 

__ Mr. Meade Whitaker. Chlef Counsel. _ 

NOTICE, to pa rties, of e.ssembl:I g and d.ate for trans- 
mlssion of record. 



May 22 , 1975 
















Petition Re: No. 7663*70 


J A 


9 


• \ 


p f • r\ *. ^ 


HLED 

TOtlK IS /" ;0 31 



Petitioners, 


v * ) 

) 

COMMISSIONER OF INTERNAL REVENUE, ) 

) 


Respondent 


) 


Docket No. 


- 70 




PETITION 

The above named petitioners hereby petition for a re- 
determination of the deficiency set forth by the Commissioner 
of Internal Revenue in his notice of deficiency (bearing 
symbols AP:NY:WF:BP) dated October 9, 1970, and, as a basis 
of this proceeding, alleges as follows: 

1. The petitioners are husband and wife with legal 
residence at 4047 Greentree Drive, Oceanside, New York 11572, 
the return for the period here involved was filed with the 
District Director of Internal Revenue, Brooklyn, New York. 

2. The notice of deficiency, a copy of which is attached 
hereto and marked Exhibit "A", was mailed to the petitioners 
on October 9, 1970. 


3. The deficiency as determined by the Commissioner is 
in income taxes for the calendar year 1967 in the amount of 
$254,437.12 of which amount $254,218.87 is in dispute. 




JA 10 


4. The determination of tax set forth in the said notice 
of deficiency is based upon the following errors: 

(a) in determining the taxable income of the 
petitioner, Iris Kraut, for the year 1967 the Commissioner 
erroneously deemed that collections in the sum of $595,776.09, 
received by the petitioner in 1967 pursuant to the sale of her 
shares of stock in Nassau Plastics & Wire Corp. to the Cathedral 
of Tomorrow, Inc., in 1966, to be ordinary income. 

5. The facts upon which the petitioner relies as the 
basis of this case are as follows: 

Petitioner, Iris Kraut, owned 100 shares of common stock 
of Nassau Plastics & Wire Corp., which she acquired upon 
organization of that corporation in 1965. In July 1966 the 
petitioner sold her shares to the Cathedral of Tomorrow, Inc., 
at an agreed price of $1,750,000 payable over ten (10) years. 

The Commissioner has erroneously held that the gain derived 
from that transaction in the year 1967 was ordinary income and 
not long term capital gains, when in fact the property sold 
was a capital asset as defined in Section 1221 of the I.R.C. 
and the gain was a long term capital gain as defined in Section 
1222 (3) of the I.R.C. 

Wherefore, the petitioners pray that this Court may hear 
the case and determine that the deficiency due from the 
petitioner for the year 1967 should not be in excess of 
$218.25. 


ftW'CT-V *• ’>-'Â - SIDNEY N. SOLOMON 

EISENBERG & SOLOMON 

3000 Marcus Avenue 

Lake Success, New York, 11040 






JA 11 


STATE OF NEW YORK ) 

) ss. : 

COUNTY OF NASSAU ) 


AARON KRAUT and IRIS KRAUT, being duly sworn, say that 
they are the petitioners above named, that they have read 
the foregoing petition, or had the same read to them, and are 
familiar v/ith the statements contained therein, and that the 
statements contained therein are true, except those stated 

to be upon information and belief, and that those they believe 
to be true. 


') 




AARON KRAUT 



n / 

IRIS KRAUT 


Subscribed and sworn to before 
me this / day of 



JCHN R. SCR?!CO 
Not?.rv P'.iMic. S'.'.te cf N : v» 

No. 24 - 3 ': 08170 . Qual. in Kir.gs Oounty 
Commission Expiro* March 30, 1871 


(Seal) 



Answev ORIGINAD 


ONLY COPY AVAILABLE g»i?gp tax ccui it 

AARON xCRAUT and IRIS KRAUrj )£}< £j 


JA 12 

P/LED 


.. 

COMMISSIONER OF i.Wl’ErvNAL ^JSVSNUE^f S 

> 

Rospondento J 


Pat.it .io'jers,, ) 

•^FlP 25 p;} 4 44 *^ 7i F r 0 25 r;j 4 45 

> Docket NOo 7663-?0 


• v -,lj 
‘ i ■' 


ANSVJER 


.'nK.vy —r—-— 
-- ’.u - - 

THS RßSPONDI’N'l,, *1 an>/wer to the petition filed in the 

• •VJ. 

above-entitled cas ö adnut»., daniea and aileges as foliows: / 

1-. Denies th> a »egation^ cf paragra^a 1 of the petitlon, 


except it ie adst tt.ed ‘-hat the refcurr for the pexiod herein 
invoived was fiifd wit>i th* Diatrict Director,, Brooklyn District, 
New Yorkjj ailegos tjftat the acldresß of the petitioners as last 
known to the jreaporclent vaa 315 Virginia Avenue, Oceanside„ 
ijew Yorkj further alieges tdiat the petitioners ’ present address 
as azieged in their pet.Ltion w.-.s t'heir legal address on the date 
they filed their pe’ti t^ >r> ' , : t.h thj r, Ccurt, 

2, Pdiaita the aliöc uicns of p 5 .ragraph 2 of the petition^ 
except it is denied that a copy of the rtatu^ory notice of 
deficiancy iß attacued t.o ,he p t tj ii? aXloges Lliat respondent 
has attach *d to this ar iw a t .»p;,* of >he said statutory notice 


of doficiency, 

3o Deniea the ai.T-watic«''- ->£ paragre.ph 3 of the petltion* 
Jklieges tliat. tho dQficâenc: rletenrJüned by the respondent is in 





ln cc — tax for th* taxabl« ya*«- 1967 ln tha aaount of $254,437.12# 
furthar allagaa that th© patltlooc/r» ara not contasting tha antlra 
asoont of th« daflciancy. 

4. (a) Danias tha raapondent arrad as alleged in subpara- 
grafh (a) of paragraph 4 of tha patition. 

5. Adndta that tha patitionar Zris Kraut was a sharaholdar 
in Massa o Plastics & Wira Corp.f danias tha ranaining — 
aliagations of arror and fact of paragraph 5 of tha patition. 

6o Danias ganeraliy aach and evary allagation of tha patition 
not heroinbefore specifically admittad, qualified or denied. 

NHEREFORB,, it is prayed th&t the daficiancj’ detarmined by 
tha raspondant ba in all raspacts approvad. 


OP COUMSBLs 

MMVXN B. HAGBM 0 
Aagional Counsal, 

JOHN B. MURRAY, JR^ 

Attornay, 

Zntamal Ravanue Service» 

26 Faderal Plaia„ 12th Ploor, 
New YorX» New YorX 10007 
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Petition Re: No. 7664-70 


nt 

; ••- 


f 7 


«m 0-0 15 W 10 31 


- *T£S 

l.\A 


TAX COURT OF THE UNITED STATES 


7BR4-7Ö 


HARRY KRAUT and MARIAN KRAUT, 

Pet-.itioners, 


v. 


) 
) 

COMMISSIONER OF INTERNAL REVENUE, ) 

) 


Respondent 


) 



PETITION 

The above nair.ed petitioners hereby petition for a redeter- 
mination of the deficiency set forth by the Commissioner of 
Internal Revenue in his notice of deficiency (bearing symbols 
AP:NY:WF:BP) dated October 9, 1970, and, as a basis of this 
proceeding, alleges as follows: 

1. The petitioners are husband and wife with legal 
residence at 56-07 Fresh Meadow Lane, Flushing, New York, 11365, 
the return for the period here involved was filed with the District 
Director of Internal Revenue, Brooklyn, New York. 

2. The notice of deficiency, a copy of which is attached 
hereto and marked Exhib.it "A", was mailed to the petitioners on 
October 9, 1970. 

3. The deficiency as determined by the Commissioner is in 
income taxes for the calendar year 1967 in the amount of 
$258,544.82 of which amount $258,314.27 is in dispute. 






<JA 15 


4. The determ nation of tax set forth in the said notice 
of deficiency is ba_>ed upon the following errors: 

(a) In determining the taxable income of the 
petitioner, Marion Kraut, for the year 1967 the Commissioner 
erroneously deemed that collections in the sum of $595,776.09, 
received by the petitioner in 1967 pursuant to the sale of her 
Shares of stock in Nassau Plastics & wire Corp. to the Cathedral 
of Tomorrow, Inc., in 1966, to be ordinary income. 

5. The facts upon which the petitioner relies as the basis 
of this case are as follows: 

Petitioner, Marian Kraut, owned 100 shares of common stock 
of Nassau Plastics & Wire Corp., which she acquired upon organi— 
zation of that corporation in 1965. In July 1966 the petitioner 
sold her shares to the Cathedral of Tomorrow, Inc., at an 
agreed price of $1,750,000 payable over ten (10) years. The 
Commissioner has erroneously held that the gain derived from 
that transaction in the year 1967 was ordinary income and not 
long term capital gains, when in fact the property sold was a 
capital asset as defined in Section 1221 of the I.R.C. and the 
gain was a long term capital gain as defined in Section 1222 
(3) of the I.R.C. 

Wherefore, the petitioners pray that this Court may hear 
the case and determine that the deficiency due from the peti- 
tioner for the year 1967 should not be in excess of $230.55. 



SIDNEY N. SOLOMON 
EISENBERG & S0L0M0N 
3000 Marcus Avenue 
Lake Success, N. Y., 11040 
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STATE OF NEW YORK ) 

) ss.: 

COUNTY OF NASSAU ) 


.. . ™ RRY KRAUT and MARIAN KRAUT, being duly sworn sav 

read the^for 6 ^ pet: '! :;LOners above named, that they have 
anri * gomg petition, or had the same read to them 

ha t a L f ^ r r r th the statei " ents contained therLn Ld 
stLJf'r statements oontained therein are true, except those 

they believe toLe 1 tLr 3 * 110 " belief ' and that tho3e 



Subscribed and sworn to before 
me this / 1 day of 
. 1970. 




Aniwer 


ORIGINAJ 


JA 17 




HARRY KF.AUT and NARZAN KRAUT 


AfTX» 

juboif 

éa.Ml 


-wjwi zne uistrict Director,. Brooklyn District 

Nev York» alleges that the address of the petitioners as last 
known to the respondent was 56-07 Fresh Msadow Lane„ Plushing, 
New York» further allegos that the petitioners* present address 
as alleged in their petition was their legal aâ'eaa on the date 
they filed their petition with this Court. 

2«. Adniits the allegatione of paragraph 2 of the petition, 
excopt it is denied that a copy of the statutory notice of 
deficiency is attached to the petition« alleges that respcndent 

has attached to this anawer a copy of the said statutory notice 
of deficiency. 

3° ^he alle ations of paragraph 3 of the petition» 

alleges tijat the deficAency detenained by the resoondent is in 


ONLY COPY AVAILABLE 




s 


r 

JA 18 

- 2 - 

lBOOM tax for th* tarabl« yoar X967 in tha aaount of $256»S44.82i 
Aatthor allogoa that tha patitianars ara not contasting tha antira 
aaount of tha «Safi'tancy. 

4. (a) Oaniaa tha raapondant arrad aa allaged in subpara- 
graph (a) of paragraph 4 of tha patition 0 

5. Adnita that tha patitioncr Narian Kraut waa a sharaholdar 
in Bassau Plaatica & Wira Corp.i daniaa tha ranaining mixad 
allagationa of arror and fact of paragraph 5 of tha patition. 

6. Oaniaa ganarally aach and avary aXlagation of tha 
P^tition not harairibafora apacificaXly adndttad,> quaXifiad or 
daniad. 

WHBPEFORE^ it is prayad that tha daficiancy dataradnad by 
tha raapondant ba in all raapacta approved. 



MARVXH E. HAßEN, 

Ragional CounaaX 
JOHM B« MURRAY, JR o0 

Attornay. 

Xntamal Ravanua Sarvica, 

26 FadaraX PXaxa r X2th Fioor» 
Naw York„ Baw York 10007 
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Motion to Consolidate ^ 19 

UNITED STATES TAX COURT 

AARON and IRIS ICRAUT, ) 

) 

Petitioner, ) 


) 


v. 


COMMISSIONER OF INTERNAL REVENUL, ) 

) 

Respondent. ) 
HARRY and MARIAN KRAUT, 

Petitioner, ) 
v. 

COMMISSIONER OF INTERNAL REVENUE, ) 

) 


U. S. TAX COIJRT 
FILED AT 

NEW YüRK CITY 

NOV l'21973 


DOCKET 


) Docket 1*6^7663-70 



) 

) 

) 

) 

) Docket No. 7664-70 
) 




Respondent. ) 


MO TION TO CONSOLIDATE 

THE RESPONDENT MOVES that the Court consolidate the above- 

y) 

entitled cases for the purpose of the trial, briefing-*nd 
opinion. 

IN SUPPORT THEREOF, the respondent respectfully shows 
unto the Court: 

t 

1. The above-entitled cases are set for trial at the 
November 5, 1973 session of the Tax Court in New York, New 
York. 

2. The principal issues are substantially the same in 
each of the above-entitled cases, whfch will necessitate that 

the same evidencc be introduced in each casc. The principal 
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issue tn each case concems the question of whether certain 
amounts received frotn the Cathedral of Tomorrow, Inc. in 1967 
should be treated ar ordinary income or capital gains. 

3. The time of the Couxt and of the parties will be 
materially conserved by the consolidatlon of these cases. 
WHEREFORE, it is prayed that this motion be granted. 



Chief Counsel, 

Intemal Revenue Service. 


OF COUNSEL: 

MARVIN E. HAGEN, 

Regional Counsel, 

STANLEY J. GOLDBERG, 

Attorney, 

Intemal Revenue Service, 

26 Federal Plaza (12th Floor), 
New York, New York 10007. 
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LOCATION OF HEARING: 

THE UNITED STATES TAX COURT 





NEW YORK, NEW YORK 
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DATE: 


November 12, 1973 
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BEFORE: 


THE HONORABLF. ARNOLD RAUM 
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APPEARANCES: 


SIDNEY N. SOLOMON 
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FREDRIC SCHEINFELD 
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for the Petitioners 


20 
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WALTER C. WELSH 
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THE CLERK: Docket number 7663-70 and 7664-70, 
Aaron Kraut and Iris Kraut and related petitioners. 

Centlemen, for the record may we have your 
appearances, please. 

MR* sol °MON: Sidney N. Solomon for the 
Petitioners. 

MR. SCHEINFELD: Fredric Scheinfeld for the 
Petitioners. 

MR. GOLDBERG: Stanley Goldberg for the 

Respondent. 

HR. WELSH: Walter C. Welsh for the Respondent. 

TO r COURT: Proceed, gentlemen. 

MR. SOLOHON: Your IlOnor, the sole issue In thi 
case is whether a portion of sums collected by the Peti- 
tioners in the year 1967 in accordance with the agreement 
of sale for the sale of their shares in Nassau -- their 
capital Stock in Nassau Plastics and Wire Corp. to the 
Cathederal of Tomorrow said sale being closed in 1966 
constitutes ordinary income or capital gains to the 
Petitioners in the year 1967. 

It 1 S the Petitioner's position that all amounts 
received in payment of the selling price of the aforement- 
ioned shares of capital stock are the proceeds from the 
sale of the capital asset held for more than six months. 
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prior to such sale, and are determined to be long-term 
capital gains. 

On June 25th, 1966 the Petitioners Iris Kraut 
and Marion Kraut transferred 100 percent of all the issued 
and outstanding shares of capital stock of Nassau Plastics 
and Wire Corp. to the Cathederal of Tomorrow for a total 
selling price of $3,500,000.00 in accordance with an agree- 
ment of sale. 

The Petitioners received $147,500.00 in the 
year 1966, as a partial payment of the selling price from 
the Cathederal of Tomorrow. After for a deduction of 
expense of sale, and the allocation of interest income, 
the combined net amount of $138,662.50, or $69,331.25 for 
each Petitioner was repcrted on their respective 1966 
United States Income Tax Return as a long term capital 
gain in accordance with the installment method. 

On December -- 

THE COURT: Will -- will the materials before 

the Court show what the Petitioner*s basis was in these 
shares? 

MR. SOLOMON: Yes, sir, they will, by a wit- 
ness we expect to show the Court the holding period. 

THE COURT: And, what -- what costs do you 
expect to establish? 

MR. SOLOMON: $100,000.00. 
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THE COURT: For the 100 percent of the stock? 


4 


MR. SOLOMON: Yes, sir. 

THE COURT: Proceed. 

MR. SOLOMON: On December 4th, 1968, Harold 

Seltzer, Chief o£ the Appellate Branch of New York, in 
accordance with a revenue agent's report, dated July 
17th, 1968 prepared Form 870 in order to close the case 
for the year 1966 for each Petitioner, subject to the 
approval of the Commissioner of Internal Revenue. 

On January 31st, 1969 the Internal Revenue 

Service assessed the deficiencies against each Petitioner 

* 

with respect to the aforementioned revenue agent‘s report, 
in a sum as was determined by the revenue agent*s report. 

It was therefore determined by the Respondent 
for the year 1966 -- that was the year of the sale, that 
the Petitioners properly reported the proceeds of collec- 
tion from the aforementioned sale as a long-term capital 
gain. 

During the year 1967, the Petitioners received 
further payments from the Cathederal of Tomorrow, in the 
smount of $1,332,500.00, as a further partial payment of 
the sales price from the 1966 sale to the Cathederal of 
Tomorrow, of the Nassau Plastics and Wire Corp. capital 
stock. 

After a.deduction for the expense of sale, and 
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the allocation of interest income, the combined net amount 
of $1,212,833.34 or $606,416.77 for each Petitioner *§s 
reported on their respective 1967 United States Income 
Tax Returns a long-term capital gain under the install- 
ment method. 

The Respondent*s letter, dated October 9th, 

1970 includinp the statutory notice statement, determined 
that the amounts collected in 1967 in accordance with the 
sale of the Petitioner's shares, that $10,640.69 for each 
Petitioner was a long-term capital gain, and the balance 
was treated by that notice as ordinary income. 

T IF. COURT: Will the evidence show what business 
this corporation was engaged in? 

MR. SOLOMON: Yes, sir. It will. 

THE COURT: Will it show when the corporation 
was organized? 

MR. SOLOMON: It will, Your Honor. Oh, by 
testimony, I don’t know whether we have any documents in 
evidence, with respect to the organization of the corpo- 
ration because in all deference when the sale was made, 
the -- the corporate outfit, the capital stock, everything 
that went with that corporation was transferred to the 
buyer, and the Petitioners don’t have any control over that 
right now. We are going to try to show by testimony when 
it was -- 
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1 

THE COURT: What -- what year was the business 


2 

commenced? 


3 

MR. SOLOMON: In 1965, the summer of 1965. 


4 

TFE COURT: That was about a year before the 


5 

so-called s-ale? , 


6 

MR. SOLOMON: That's true, Your Honor. 


7 

THE COURT: And, was the business organized 


8 

by these Petitioners? 


9 

MR. SOLOMON: Yes, sir. 


10 

THE COURT: Was there any predecessor business 


11 

prior to this organization that was the -- that antedated 


12 

the creation of this business? 


13 

MR. SOLOMON: Not to my knowledge, there was 



14 no - - 

15 THE COURT: What -- what was the business? 

16 MR. SOLOMON: It manufactured Christmas wire. 

17 It manufactured the type of wire that was used in the 

18 Christmas season for Christmas lights. I'm not a techni- 

10 cian, but that's what it did. 

20 THE COURT: Will the evidence show the magni- 

21 tude of this business, its gross sales, its gross income, 

22 its net income, prior to the organization of the corporation 

23 and then secondly after the point of the so-called sale? 

24 MR. SOLOMON: I think that the evidence will 

25 show either by documents or testimony the significance of 









«M 27 


7 


this business, and maybe the valuation -- 

THE COURT: My inquiry goes to its gross 

receipts, its net receipts, its net income. 

MR. SOLOMON: We have stipulated, Your HOnor, 
with respect to the initial year of this company as to the 
inclusion of its United States income tax return. I don't 
know what else we could say about it, except to -- to try 
tc interpret that particular set of numbers through testi- 
mony. 

THE COURT: I'm merely trying to inquire at this 
point as to what you expect the evidence to show? 

MR. SOLOMON: I expect the evidence to show, 

Your Honor, that an embryotic business was started, with 
a tremendous -- 

THE COURT: Potential? 

MR. SOLOMON: Potential, and a thrust to do it, 
and the momentum to do it, and the actuality of doing it. 

I mean that's what happened here. 

THE COURT: How -- how many employees did it 

have? 


MR. SOLOMON: Originally, it started out with 
-- ah -- there may have been some people working but there 
was no payroll, until some future time when I think it had 
seven or eight or nine employees, I'm not sure. 


THE COURT: Was that future time -- when was that 
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future time in respect to the so-called,date of the so- 
called sale? 

MR. S0L0M0N: It was probably right around that 
time, Your Honor# maybe a little before, or just about that 
time. 

THE COURT: No-w, I note from the materials that 
are already before the Court that the owners of the stock 
were the wives of the two male Petitioners? 

MR. S0L0M0N: Yes, sir. 

THE COURT: Were the male Petitioners the persons 
who were active in this business rather than the wives? 

MR. S0L0M0N: Yes -- yes, they were. 

THE COURT: Go ahead. 

MR. SOLOMON: The Respondent -- it appears 

to -- to the Petitioners that the Respondent in 1966 admits 
that there was a sale of capital assets, and that the gain 
resulting from the sale was treated as a long-term capital 
gain. 

The Respondent further admits that the sale -- 

* 

that the collections in 1967 were -- were given capital gain 
treatment as to the proceeds collected in 1967 from the 
sale of the shares of stock in Nassau Plastics and Wire. 

This was -- this sale was consumated in 1966, it 
was reported on the United States income tax returns of 
1966 and 1967, as an installment sale, and what we are dis- 
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1 

cussing here today are the collections -- the proceeds of 


2 

collection of that installment sale in the year 1967. 

j 

3 

\ 

All of the foregoing statements and facts we shall 


4 

intend to endeavor to prove by documents and hy testimony, 


5 

Your Honor. Thank you. 


« 

MR. WELSH: Your Honor, first I would like to 


7 

take care of a matter -- a procedural matter, these cases 


8 

have not yet heen consolidated for trial although they are 


9 

-- the issues are substantially the same in the two cases, 


10 

and the Respondent now has a motion to consolidate which 


11 

we would like to submit. 


12 

THE COURT: The motion will be granted. 


13 

MR. WELSH: This case involves the year 1967, 


14 

and concerns deficiencies in income tax as follows for 


15 

the Petitioners Aaron and Iris Kraut, there is a deficiency 


16 

in the amount of $254,437.12, and for the Petitioners Harry 


17 

f 

and Marion Kraut, there is a deficiency in the amount of 


18 

$258,540.82. The deficiencies are based in small part on 


19 

adjustments to the Petitioner's deductions for contributions 


20 

and sales tax in the year 1967, an* these adjustments are 


21 

not now being contested by the Petitioners. 


22 

The principal basis for the adjustments concerns 


f 23 

the Respondent's adjustment to the amounts which the Peti- 


24 

tioner reported as capital gains in the 1967 tax returns. 


25 

SAid amounts were received by the Petitioners pursuant to a 







contract whereby the Petitioners Iris Kraut and Marion 
Kraut transferred their shares of stock in Nassau Plastics 
and Wire Corporation to the Cathederal of Tomorrow, Incor- 
porated, an exempt charitable organization. The contract 
provided for payments to be made to the Petitioners out 
of the earnings of the business at a rate of 75 percent, 
that's pre-tax earnings, Your HOnor. 

THE COIJRT: Is that true also as to the initial 

payment? 

MR. WELSH: Are you referring to the down- 

pajnnent in the contract, Your Honor? 

THE COURT: I will state for the record at this 
point that the parties have made available to me prior to 
today, a copy of a proposed stipulation of facts together 
with Exhibits, and the Exhibits included the so-called 
contract of sale which is involved in this case. 

I refer to that portion of the contract of sale 
that calls for a down-payment -- well, I don't mean a down- 
payment, but a payment of -- rather of $50,000.00. 

MR. WELSH: Well, my reading of the contract, 

that that was not to be paid out of earnings, but I don't 
know what I am not sure what the Petitioner's interpre- 
tation of that is. 

THE COURT: Proceed. 

MR. WELSH: As a result of this contract, the 
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1 

Petitioners received the araount of $147,500.00 in 1966, 


2 

and the amount of $1,332,500.00 in 1967. The Petitioners 


3 

treated the amounts received in 1967 as capital gains on 


4 

the tax returns. 


5 

The Respondent asserts that the amount -- that 


6 

if the Court does find that there was a valid sale of stock 


1 7 

by the Petitioners, that it was only in the amount of 


8 

$168,444.00 this should be deemed applicable to the sale 


9 

of stock, and any amounts in excess of this are deemed ordi- 


10 

nary income as they are amounts which are not received 


11 

pursuant to a sale. 


12 

THE COURT: Would you tell me again what portion 


13 

of these amounts you regard as attributable to a sale? 


14 

MR. WELSH: OUr statutory notice sets forth 


15 

the amount of $168,445.60. 


16 

THE COURT: And, what is the theory of that? 


17 

MR. WELSH: It is an attempt by the Respondent 


18 

t0 plac ® some valu « possible on the business which was 


19 

sold by the -- on the -- the business which was reportedly 


20 

sold by the Petitioners, based on the evidence which was 


21 

before the Respondent as to the -- which is basically the 


•>•> 

tax return which is stipulated as Exhibit 3-C. 


1 23 

The Respondent asserts that evidence adduced at 


24 

trial today may demonstrate that the. Respondent has over- 


25 

vali-.ed the Petitioner’s stock, and an additional amount 
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„.iould have been treated as ordinary income. Such evidence 
may necessitate a request by the Respondent for leave to 
amend his pleadings to conform to the proof. Evidence 
may also indicate at trial, that there was no sale or ex- 
change at all, but merely a sham transaction and all amounts 
received by the Petitioners pursuant to the contracts will 
be treated as ordinary income. 

0r the Court may find that there was a sale, but 
it was only a sale of future earnings, and this is the 
classic casn of assignment of income, in which case again, 
the Respondent would necessitate a request by the Respondenl 
for leave to amend its pleadings to conform to the proof. 

Tlie only evidence before the Respondent, as to 
the business, is the tax return, which is set forth as 
Exhibit 3-C, which shows no fixed assets, and accounts 
receivable of $50,000.00, and a taxable income for one year 
business in the amount of approximately $16,000.00. 

At this time, Your HOnor, I would like to submit 
the stipulation of facts, and I am including where possible 
originals of any documents. There are some that we do not 
have the originals of, and we have attempted to get as clear 
a copy as possible. 

THE COURT: I will receive you stipulation and 
Exhibits. Would you state for the record the range of the 
Exhibits? 


25 
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MR. WELSH: Ah -- 

THE COURT: They run from what, 1-A through 

what? 

MR. WELSH: Exhibits run from 1-A through 6-F, 

Your Honor. 

(Pause.) 

THE COURT: Proceed, Mr. Solomon. v 
MR. SOLOMON: Thank you, Your Honor. Your 
Honor, is it appropriate at this time to ask that the 
stipulation he admitted into evidence or is it already -- 
THE COURT: I have already received it. 

MR. SOLOMON: Thank you. My first witness, 

Your HOnor is going to be Meyer Shapiro. 

THE COURT: You may call him. 

MR. SOLOMON: Meyer Shapiro. 

THE CLERK: Raise your right hand, please. You 

do solemnly swear that the testimony you are about to give 
to the Court in this case, shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 

THE WITNESS: I do. 

THE CLERK: Please take the stand, and for the 
record may we have your name? 

THE WITNESS: Meyer Shapiro. 

THE CLERK: How do you spell your first name? 

THE WITNESS: M-e-y-e-r. 


* ' VA' f 
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T”F. CLERK: How do you spell your last name? 

THE WTTNESS: S-h-a-p-i-r-o. 

I 

THE CLERK: And, the address? 

THE WITNESS: 2155 Brown Street. 

THE CLERK: What city? 

THE WITNESS: Brooklyn, New York, 11229. 

MEYER SHAPIRO, called as a witness on behalf 
of the Petitioners, having been duly sworn, took the stand, 
and testified as follows: 

DIRECT EXAMINATION BY 
MR. SOLOMON: 

Q Mr. Shapiro, what is your present occupation? 

A I do some accounting, I am retired, from the 

i 

Internal Revenue Service. 

Q Your former occupation before your retirement? 

A That was my former occupation -- I'm an accountan 

right now, I do some accounting. 

I 

Q What did you do for tl r Internal Revenue Service? 
A I was an Internal Revenue agent. 

Q How long were you an Inturnal Revenue agent? 

A Over 25 years. 

Q During the time that you worked as an Internal 
Revenue agent, did you have occasion to examine books and 
records? 

A Yes. 


e r 
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q And legal documents? 

A Yes. 

Q And, did you make any decisions with ^espect to 

those books and records and legal documents as they related 
to tax matters for the United Staces Government? 

A Yes, I did. 

MR. SOLOMON: Do you want to mark these? I would 
like to mark two reports for identification. 

THE COURT: The Clerk will identify them for 

you. Give them to him in the sequence in which you want 
them identified. 

(Pause.) 

TH^ CLERK: For identification, Petitioner’s 
Exhibits 7 and 8. 

«è 

BY MR. SOLOMON: (Resuming) 

0 Mr. Shapiro, I show you these two documents, 
are those documents copies of audit reports? 

A Yes. 

Q Made by a revenue agent? 

A Yes. 

Q Could you tell me who the revenue agent was? 

A Myself. 

Q The date -- give me the date of the report -- 

your report? 


25 
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MR. SOLOMON: Let is show for the record that 
Harry and Marion Kraut's report was July 15th, 1968, and 
Aaron and Iris Kraut's report was July 17th, 1968. 

BY MR. S0L0M0N: (ResuminR) 

Q If we may -- 

A Just tell me the name -- I have copies of these. 

Q If you will take Exhibit 7 marked for identifica- 

tion -- 

A Yes. 

Q That’s the report of Aaron and Iris Kraut? 

A Yes. 

Q You examine that 1966 and 1967 incoje tax 

return for the INternal Revenue Service? 

A I did. 

Q In looking at that report -- 

MR. GOLDBERG: Your Honor, the Respondent would 
like to know what year this report is for? 

THE WITNESS: 1966 and 1967 -- 
MR. GOLDBERG: I object, YOur Honor -- I object 
to for Revenue Agent Shapiro testifying in regard to 1966, 
because that year is not before the Court, and secondly I 
object to the year 1967 because his report is not the basis 
for the issuance of the statutory notice. So, al 1 the 
testimony which he is going to testify to, is totally irre- 


25 


levant to this case. 
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MR. SOLOMON: Your Honor, this material is being 

introduced for the basis of the determination that the INter 
nal Revenue Service made with respect to these Petitioners, 
and through the adrainistrative procedure of this case, Mr. 
Shapiro's testimony is quite important as to show a contin- 
uity between his examina'tion and the statutory notice. 

THE COURT: I will -- I will state for the 
record that the parties had a pre-trial conference with 
the Court this morning, and the matter of the significance 
of what happened in 1966 was discussed at that conference, 
and I indicated then and I will now state for the record 
that I do not regard any decisions made by the Internal 
Revenue Service in 1966 or rather relating to the year 
1966 as being binding or constituting any estoppel in re- 
lation to 1967. The law is well settled in that respect, 
but I will not deprive the Petitioner of placing these 
materials before the Court. 

MR. GOLDBERG: Well, Your Honor, I think 

it is absolutely irrelevant, and it wastes the Court’s 
time. 

THE COURT: Well, you are wasting it even more 

by objecting. You have nothing to fear from it. Do you 
wish to present these reports in evidence? 

MR. SOLOMON: Yes, s'^. 

THE COURT: Well, suppose you do, and let’s get 
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it over with, 

BY MR. SOLO'Hiv: (Resuming) 

Q Well, I would like to ask Mr. Shapiro with 

respect to the report that he valued the capital stock of 
Nassau Plastics a„d Wire Corp. i„ those reports, that vas 
subsequently cha„ged by the Co™issio„er i„ the statutory 
„otice, but as a basis - u„less you va„t to m ,ke a„ 
objection? 

MR. WELSH: Are you asking me a question? 

MR. SOLOMON: No. 

BY MR. SOLOMON: (Resuming) 

Q Mr * Sha P ir °. did you value the capital stock 
of Nfl ssau Plastics and Wire Corp? 

A I set a value o„ it for the basis - i„ closi„g. 
Q Hok did you arrive at that value? 

A Well, I don't have the papers i„ fro„t of me, 

I just - I just saw these things, a„d I have „o work 
papers. 

Q Wia* are these things? 

A TheSi5 Papers here, these Exhibits. 

MR. WELSH: Your Honor, he is going to -- 

THE COURT: And, these Exhibits you are re- 
ferring to are your own reports? 

THE WITNESS: These are my reports. 

TlfE COURT: Well, you didn’t have them before you 
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before you made the report. - 39 

THE WITNESS: I beg your pardon? 

THE COURT: What did -- I understood the question 
to be what you had before you when you arrived at your con- 
clusion? 

THE IVITNESS: I probably had references to 
previous case«? along simiiar lines with regard to this 
type of situation, regardmg -- evaluating the worth of 
a corporatio” being sold, and T followed general procedures. 
In other words, I set a value on the worth of a corporation, 
based upon its earning capacity, and I notice over here, 
as I read these reports, which I had previous copies of, 
that the capital assets were given with a value, I think, 
$100.00. Therefore, if we attribute to the capital assets • 

a nominal value, the total worth of the corporation is 
based upon its good will practicaliy. And, I set a value 
on good will. That’s all. 

BY SOLOMON: CResuming) 

Q What was the value set? 

A Half a million dollars. 

THE COURT: And, what was the basis of that 

judgment? 

THE WITNESS: It probably was a multiple of 
their earnings. It may have been anyv/heres between 10 and 
16 times earnings. I don't knov; vhat the earnings were. j 
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I believe that it might have been 16 times, because I 
probably presumed that an asset by -- of its own nature, 

-s worth an earning of 6 percent, and since the «arnings 

of this corporation wer^ a certain figure, 16 times that 
woulJ give the value of the assets. 

THF COURT: Is that based -- and did you deter- 

mine earnings upon the basis of the corporation's return? 
THE WITNESS: Yes. 

THE COURT: Well, I have Exhibit 3-C -- 3-C, 
which is the corporation's return for the fiscal year 

ending JUne 30, 1966, it shows taxable income of some 
$15,000.00 -- 

THE WITNESS: I believe -- 

THE COURT: And, then it shows a tax of a little 
over $3,000.00, and as I understand the term earnings when 
an attempt is made to value stock, -- it is the -- 

THE WITNESS: Well, this -- 

THE COURT: It is the income after taxes and not 
before taxes, so if you subtract the amount of tax from the 

taxable income you get earnings of about $12,000.00, with 
a plus -- 

THE WITNESS: Yes, but this was -- 
THE COURT: With that as earnings, how did you 
arrive at a value of $500,000.00? 

THE WITNESS: I didn't -- I didn't follow that 
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year. If you will look at the history of this business -- 


2 

I don’t want to take sides here, but I am giving you the 


3 

logic of what I did. If you will look at the history of 


4 

this business. It is a growing business, in the succeeding 


5 

year, 1967, which I also »id, their income was much greater. 


6 

and I believe that if they were sell: .g this business it 

c 

7 

would be based upon their latest income earnings situation. 


8 

This -- this was the first year, which was a low income 


9 

year. 


10 

é 

THE COURT: Well, the -- the year was the -- 


11 

3-C was the taxable year ending June 30, 1966 -- 


12 

THE WITNESS: Well, 1967 -- 


13 

THE COURT: And, when was the sale? 


14 

THE WITNESS: It must have been in 1967, the 


15 

years that I was examining was 1966 and 1967. 


16 

THE COURT: Well, now, -- 


17 

MR. S0L0M0N: Your Honor, if I may, -- 


18 

THE COURT: Will the parties -- will counsel in- 


19 

form me what the year of the so-called sale was here? 


20 

MR. GOLDBERG: June 25, 1966. 


21 

THE COURT: So that the -- 


22 

MR. GOLDBERG: The report -- the income tax 


23 

return should show the current earnings for that year 


24 

ended June 1 -- JUne 30th, 1966. 


25 

THE COURT: So -- so that the sale -- sale 
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then took place in June of 1966, and these -- all that any- 
body would have available at the time of -- for the sale, or 
the most that they would have available would be the earnings 
statement for the year which was ending at that time. 

THE WITNESS: Was that the date of the actual 
passage of the title? I don't really know. 

MR. SOLOMON: Your Honor, if I may ccntinue, 

I can straighten this matter out with this witness. 

THE COURT: All right, go ahead. I p- I just 
-- the reason for my questions indicate the doubts that I 
have with respect to the witness's answers, and I hope that 
counsel will be able to clear it up. 

MR. SOLOMON: Well, what I am trying to show, 

Your HOnor, by this witness, is that at the time that he 
did the examination of this -- of these particular taxpayers, 
that he was a revenue agent with 25 years experience -- a 
little less of experience, and he's m.king a determination 
that is in writing, and the only reason that I submit it is 
that so I can refresh his recollection.and to see that he 
did it. But he has made statements in the report that I 

would like to discuss with the witness, if I may. 

MR. WELSH: Escuse me, we -- Your Honor, we don't 
have a copy of that report, and if he is going to testify 
in regard to it, I would like a copy. 


THE WITNESS.: This is not the administrative 
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copy, this is just a copy -- I wouid like to see the admin- 
istrative copy if I am going to testify. 

THF. COURT: I don’t know what the term adminis- 
trative copy means, what is -- 

THE HITNESS: NeU, it is - it is report that 
I submit to the Government which the taxpayer doesn’t 
get. It states what i did, with my b.ckground - y attitud, 
towards the case. It is a private report. j 

THE COURT: Now, the report -- that -- the copies 
that y° u have before you, namely Exhibits 7 and 8, are the 
copies of the report that were furnished to the taxpayers? 

THE »ITNESS: Thafs right. There is a supple- 
mejitary report which I submit to the Government which only 
they see. They must have that, which includes thie report. 
MR. SOLOMON: May I continue, Your Honor? 

THE COURT: Continue. 

MR. WELSH: Your Honor, I would just like to 

SCe 3 C ° Py ° f that » of what he is going to testify from. 

THE COURT: You are entitled to look at it, 

if you want to, you c.n step right up to the witness box, 
and examine it. 

MR. WELSH: Thank you. 

(Pause.) 

BY MR. SOLOMON: (Resuming) 

Q Mr. Shapiro.let me ask you, why are you appearing 
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1 

here today? 


2 

A I was su’>poenaed. 


3 

Q By whom? 





4 

A By you. 


5 

Q Mr. Shapiro, if we could go to page -- 


6 

l 

A Which one 7? 


7 

Q Pa ß e 7 of Aaron and Irs Kraut.-- or is that 


8 

Aaron and Iri« Kraut? 


9 

A Do you mean schedule or page 7? 


10 

Q Page -- just count 7 pages, it is your schedule 


11 

4A2. 


12 

A Yes, I have it. 


13 

Q That's a computation that you made with respect 


14 

to this report for the year 1967 and the year 1966? 


15 

A Yes. 

1 

16 

Q Would you tell the Court what that schedule in- 

. 

17 

dicates? . 


18 

A 1*11 read it. 


19 

Q If you will. 


20 

A It says, for income received from Cathederal 


21 

of Tomorrow, Incorporated -- 


22 

Q Would you read it from the beginning, D -- it 


23 

says D, right? 


24 

A D. 


25 

Q Right, okay. 
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A Capital gains, sale of Nassau Plastics and 
Wire Corporation, and for income received from Cathederal 
of Tomorrow, Incorporated, reported as long-term capital 
gain and deemed ordinary incomc as follows. Do you want 
me to read all this? 

Q It is not much, just read 1967? 

A Well, there are three columns, 1966, 1967, and 

a total column. The first line is total ccllected, 1967 -- 
just? 

Q Yeah, just read that. 

A $1,268,275.00, expense of collection $55,441.66, 

r^ported long-term capital gain of 100 percent, $1,212,833.31, 
reported as capital gain by each, one-half to each pro rata, 
$606,416.67, deemed ordinary income for adjustments, see 
above, $425,747.92, deemeu uale price of capital assets -- 

Q Well, excuse me, at that point, when you say 
deemed sale price of capital -- that is the balancing 
figure from 606, you took off $425,000.00 from 606 -- 

A Yes. 

Q And, you are saying now, that that portion or 
$180,668.75 is the sale of the capital assets? 

A Yes. 

Q Okay, would you continue? 

A And, the difference is deemed sale price of 

capital assets, $180,668.75. 
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Q Then you are repeating that saying that it is a 
long-term capital gain? 

A Yes, the bas.is of cost is zero, so the capital 
gain realized is 100 percent, would be the same figure, 
$180,668.75, long-term capital gain reported at 100 percent, 
$606,416.67, excess reported at 100 percent, $425.747.92. 

I have lost track of the logic of this. Taken into discoun 
of 50 percent, and allowed as a decrease $212,873.96. 

Q Mr. Shapiro, fine, thank you. 

A I understand now. 

Q From this report, if you would look at it for 
a moment, you would conclude at the *ime that you wrote 
this report, that a portion of the collections in 1967 j 

•I 

were deemed by yo^ to be capital gains? 

A Yes. 

Q And, a portion were deemed by you to be ordinary 
income? 

A Um-huh. 

Q In order to have as an expert with 25 years 
experience, in order -- 

MR. GOLDBERG: I object, YOur HOnor, I don't 
think he is qualified Mr. Shapiro as an expert. 

MR. SOLOMON: Well, we could stipulate -- 
MR. GOLDBERG: We -- 

MR. SOLOMON: Well, I wasn't going to ask him 
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a question with respect to valuation, Your Honor. I was 
qoing to ask him something about a revenue agent's report, 
and the work that he did for the INternal Revenue Service 
for 25 years. 

MR. GOLDBERG:I think -- 

THE COURT: You can ask him what he did, I think 
that you have already established for the record that he 

was in this business for 25 years, and the record shows 
that. 

BY MR. S0L0M0N: (Resuming) 

Q • Shapiro, in order to afford this taxpayer 

that you examined -- read this report, and give him a capita 
gains treatment, of -- of monies -- of the gains that were 
received, in your opinion, did they have to be a sale or 
exchange of a capital asset? 

A I think so. 

Q Do you know for sure? 

A Ah -- 

Q Could there be capitaj gains without a sale of 
the capltal assets? 

A No, there must be a transfer. 

Q There must be a transfer -- 

A Of assets. 

MR. S0L0M0N: I have no furtber -- oh, I would 

like to have those documents submitted into evidence. 


25 
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MR. GOLDBERG: Again, I object, YOur HOnor, I 
think as you said before 1966 has no bearing on the case, 
in 1967, Mr. Shapiro’s report is not the basis from which 
the statutor* notice was issued in 1967, trhat the 
Respondent has done is taken the before tax income on the 
tax return, and capitalized it at 10 percent of its earn- 
ings, and we have arrived at a value of $168,000.00 as 
set forth in the statutory notice, not a half a million 
dollars as Mr. Shapiro as stated we valued it for. 

MR. SOLOMON: Your HOnor -- 

MR. GOLDBERG: And, therefore, we are certainly 
not bound by Mr. Shapiro's report, because it is not the 
basis for the case. 

MR. SCHEINFELD: Your Honor, as I understood 

your ruling earlier, you did not say that this has no 

* 

buaring upon the case, I believe that you ruled that this 
-- that this is not controlling upon the Government. I 
think that it does have some creditable weight in this 
case, which Your Honor may take into consideration in his 
final determination. 

THE COURT: I assumed when I made the remarks 
that I did, that this -- that the reports that were before 
the witness we~: those upon which the determinations were 
made here. Now, the Respondent's counsel tells me that the 
weren't even -- the repcrts upon which the basis of the 


i 
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determinations were made. 

MR. S r '.OMON: Your Honor, the actual dollar -- 
THE COURT: Is that true? 

MR. SOLOMON: It is true in par*. The basis 
for the deficiency was the deeming of the collections, 
ordinary income, and both the Respondent through a statu- 
tory notice and the Respondent through a revenue agent, 
who worked on this particular matter. had the same philo- 
sophy, they deemed a portion of the ccllections of proceeds 
from a sale, ordinary income, and -- and this case -- it is 
the same philosophy, whether it be half a million dollars, 
or $165,000.00. 

THE COURT: I will receive 7 and 8 into evidence, 
but I will state it again, that these do not bind the 
Government. 

MR. SOLOMON: Thank you, Your HOnor. Your 
Honor, I have no further questions for this witness. 

MR. WELSH: Can I see Exhibits 7 and 8? 

(Pause.) 

CROSS EXAMINATION BY 
MR, WELSH: 

Q Mr. Shapiro, I just have a couple of questions. 

In your audit of the Krauts in 1968 regarding the year 
1967, do you recall vnat the Petitioner's representative, 


Mr. Solomon said to you at that time regarding the contract 
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of sale with Wilson Mold and Die Company? 

MR. S0L0M0N: Objection, Your Honor, that’s 

:j 

irrelevant and immaterial. 

4 

THE COURT: Whafs the point of the question? 

5 

HR. WELSH: Your Ilonor, the -- the,stipulated 

6 

as an Exhibit is the contract of sale with Wilson Mold 

7 

and Die and Nassau and the shareholders of Nassau Plastics 

3 

and ’Vire, and in determining a value of the corporation. 

9 

I thmk that Mr. Shapiro may have looked at that contract 

10 

to reach a value for the corporation. 

11 

THE COURT: This whole area of interrogation 

12 

is Wide of the n ark, I will let the vi.„ess answer your 

13 

question. 

14 

MR. WELSH: I just have two -- 

15 

THE COURT: It is wide of the mark because 

16 

the Petitioner has started it, and since I have givtn him 

17 

that much leeway, I 11 give the Government leeway to follow 

18 

it up. 

19 

MR. WELSH: Thank you, Your Honor. I'll make 

20 

it brief. 

21 

THE COURT: You could do just as well by 

22 

simply not asking any questions if you wish. 

23 

24 

MR. WELSH: I'll make it brief, Your Honor. 

BY MR. WELSH: (Resuming) 

25 

Q Do you recall? 





Shapiro - cross 


31 


JA 51 

A I don't know. 

Q I would like to show you a report -- it is 

a transmittal letter, can you identify this? 

A Yes, it is my letter. 

Q Now, would you look at page 4 of this transmittal 

THE COURT: Are you showing him a document 
that’s in evidence? 

MR. WELSH: No, Your Honor, I'm showing him a 
document to refresh his recollection. 

THE COURT: Is it one that is going to be 
submitted into evidence? 

MR. WELSH: No, Your HOnor. 

THE COURT: Very well. 

(Pause.) 

THE WITNESS: I recall it, yes. 

BY MR. WELSH: (Resuming) 

Q Well, what did Mr. Solomon say to you regarding 
the contract of sale with Wilson Mold § Die Corporation? 

A In res P®ct to what, Mr. Welsh? i C an tell you 
what I know of the contract by memory. 

Q Well, what do you know of the contract? 

A As -- I read it there, I recall that I was toid 

that there was previous contract of sale, and that the 
-- as I stated there, the seller -- the buyer asked to be 
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relieved of his obligation because it was too difficult for 
him to go through with it, because of the financial arrange- 
ment. 

Q Well, what's particular about the financial 
arrangement? 

A He couldn't pay it, because he would lose money 

on the thing, he would have to pay income tax on the income, 

and he would have to pay -- he would have to pay income tax 
on the income, and he would have to meet the payments of 
sale, of the purchase. 

0 So in other words -- 
A It would be greater than his income. 

Q It would be greater than his income. All right, 

do you recall what you said in this report regarding the 

valuation of the business, Nassau Wire and Plastics -- 
Plastics and Wire? 

A I don’t recall, I can give you the logic of 
how you arrive at these figures. 

THE COURT: Off the record. 

(Whereupon, a brief off the record discussion 
was held at the bench.) 

BY MR. WELSH: (Resuming) 

0 All right, I would like to show you a report 
once again. 


(Pause.) 
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Q Just read the first paragraph on that page. 
(Pause.) 

Q Is it true, Mr. Shapiro, that when you determined 
a value of $500,000.00 for Nassau Plastics, that you did 
not consider future earnings? 

A That's true, according to that, -- 
THE COURT: According to what? 

THE WITNESS: I guess. It is -- what I read, 
this is my statement. I don’t recall orally anything, but 
my statement is what I thought then, and this is -- I agree 
with this. It is true. This is the -- 
BY MR. WELSH: (Resuming) 

Q And, you base it merely on the fact that there 
was a $500,000.00 minimum price in the contract? 

A Yes. 

Q Thank you. 

MR. WELSH: That concludes my tjuestions. 

MR. SOLOMON: May I have one question, Your 

Honor? 

REDIRECT EXAMINATION BY 
MP. SOLOMON: 

Q You stated that -- excuse me -- 


24 



25 


MR. SOLOMON: No questions, Your Honor. 

THE WITNESS: Am I excused, Your Honor. 

THE COURT: The witness has asked whether he 
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1 

is excused, and I will excuse him if neither side wishes 


2 

him to remain. 


3 

MR. S0L0M0N: Thank you. The witness may 


4 

be excused. 


5 

THE COURT: You may be excused. 


6 

(Witness excused.) 


7 

THE COURT: You may call your next witness. 


8 

MR. S0L0M0N: I call Aaron Kraut. 


9 

THE CLERK: Do you solemnly swear that the ccsti- 


10 

mony you are about to give to the Court in this case, shall 


11 

be the truth, ♦he whole truth, and nothing but the truth, 


12 

so help you God? 


13 

THE WITNESS: I do. 


14 

THE CLERK: Please take the stand, and for the 


15 

record may we have your name and address? 


16 

THE WITNESS: Aaror Kraut, 4047 Greentree Drive, 


17 

Oceanside, New York. 


18 

AARON KRAUT, called as a witness on behalf of the 


19 

Petitioners, having been duly s’worn, took the stand, and 


20 

testified as follows: 


21 

DIRECT EXAMINATION BY 


22 

MR. SOLOMON: 


23 

Q Mr. Kraut, are you a petitioner, one of the 


24 

petitioners? 


25 

A Yes. 
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Q I would like co ask you questions with respect 
to a sale of Nassua Plastics and Wire capital stock to the 
Cathederal of Tomorrow. Who were the shareholders of 
Nassau Plastic and Wire? 

A Iris Kraut and Marion Kraut. 

Q What are their relationships to you? 

A Oir wives. 

Q When was Nassau Plastics and Wire Corp. formed? 

A In 1965. 

Q Who were the original shareholders? 

A Marion and Tris Kraut. 

Q When -- when did they sell their capital stock 
in Nassau Plastics and Wire Corp to the Cathederal of 
Tomorrow? 

A In 1966. 

Q How much did -- 

THE COURi: Would you develop through this 

witness or through any other witness what this business 
was all about? 

MR. S0L0M0N: Yes, Your Honor. 

THE COURT: And, how it functioned, and paint 
soine kind of background to me that is going to be more 
meaningful than what appears in the stipulation of facts? 

MR. S0L0M0N: Yes, Your Honor. 

THE COURT: I would rather have you do it than 
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to have me ask the questions. 

MR. S0L0M0N: Maybe it would be better. 

BY MR. S0L0M0N: (Resuming) 

Q Well, I would like to establish the sale and the 
selling price, and then we can get into the other testimony. 
Mr. Kraut, did your wife and your sister-in-law sell their 
stock in Nassau Plastics and Wire Corp. to the Cathederal 
of Tomorrow? 

A Yes. 

Q When did they sell it -- the stock? 

A In 1966. 

Q And, how much did they sell it for? 

A $3,500,000.00. 

Q Mr. Kraut, -- excuse me, -- Mr. Kraut, I would 
like you to describe the business function of Nassau Plastics 
and Wire Corp? 

A Nassau Plastics and Wire was formed to develop 

and manufacture plastic Christmas wire and components. 

THE COURT: That is electrical wire? 

THE WITNESS: That is correct. 

BY MR. SOLOMON: (Resuming) 

Q Was that to be its only function? 

A Yes. 

THE COURT: Now, when -- when was it formed? 


25 


THE WITNESS: In 1965. 
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1 

THE COURT: Was there any predecessor business 

2 

out of which this corporation grew? 

3 

THE WITNESS: NO. 

4 

THE COURT: Who were the dominant figures in 

5 

the business? 

« 

THE WITNESS: Myself and my brother. 

7 

THE COURT: Had you ever been in the business 

8 

dealing with wire or its components before? 

9 

THE WITNESS: I have been in the wire business 

10 

for 30 years. 

11 

THE COURT: And, by that you mean what, selling, 

12 

manufacturing, what? 

13 

THE WITNESS: Manufacturing, developing, etc. 

14 

THE COURT: What is Christmas wire as distinguisho 

15 

from other kinds of wire? 

16 

THE WITNESS: It is the wire that you use in 

17 

Christmas tree lighting outfits, the Christmas tree lighting 

18 

business is a business all unto itself. Our customers 

19 

manufactured the completed sets, they use our wire, they 

20 

attached sockets to it, bought the bulbs, etc. and packaged 

21 

it and sold it to the stores. 

22 

THE COURT: Is this different from other types 

23 

of electrical wire of light gage? 

24 

THE WITNESS: Well, Nassau was somewhat special 


25 


in that area. 
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THE COURT: In what way? 

TUF WITNESS: We developed -- well, what was 

happening in that field was, we -- there was a considerable 
rejection rate in the business through the manufacturers. 

They were utilizing a new type of socket to eliminate a 
great deal of labor. It was a socket that would snap onto 
the wire, where little pieces of brass would puncture the 
plastic, and make contact with the wire, thereby making 
a quick assembly. 

THE COURT: The wire was covered with plastic -- 
THE WITNESS: Yes. 

THE COURT: Rather than cloth material of some 

sort? 

THE WITNESS: That's right -- that's correct. 

They were getting a tremendous rejection rate with the 
normal Christmas wire that was being utilized. We developec 
tn Nassau Plastics a material that almost completely eliminaied 
their rejection rate. 

THE COURT: NOw, did you manufacture this product, 

or did you purchase it and then resell it? 

THE WITNESS: We manufactured it. 

THE COURT: What did the manufacturing process 

consist of? 

THE WITNESS: AH -- 

THE COURT: I take it that you bought wire that 
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was already manufactured t and you merely wrapped it in this 
plastic? 

THE WITNESS: No, we put it through a plastic 
extruder, and we tooled this extruder up specially for this 
particular material. It was unique, because this type of 
material was never utilized for this product before. 

THE COURT: How many people were involved in 
this operation? 

THE WITNESS: Well, in 1965 it was only experi- 
mental, and little by little as we found the tremendous 
acceptance of this product, why around February of 1966, 
we had I imagine about six or seven people. 

THE COURT: Employees? 

THE WITNESS: Employees, yes. 

THE COURT: That's in addition to yourself and 
your brother? 

THE WITNESS: Yes. 

THE COURT: Now, I don’t find on Exhibit 3, which 
is the corporation return for the year ending June 30, 1966, 
any item for salaries and wages, unless those salaries and 
wages were included in the item 2 on the first page, namely 
cost of goods sold. 

THE WITNESS: I can’t answer that because I don't 
-- I nev»r took care of these things, I just -- my job was 
to develop and produce a product.and I never took any time 



V 


f 




1262 


A. Kraut - direct 40 


. V „ V u, JA 60 

you know to handle the.se things. 

THE COURT: Item 2, which is the costs of goods 

sold -- asks for the attachment of a schedule A which would 
set forth the components of the cost of goods sold, I don't 
seem to find any schedule A -- oh, there is, the schedule 
A is on the back of -- of the first page, and there are no 
salaries or wages listed at all. And, the only item that’s 
listed for costs of goods sold was merchandise bought from 
manufacturer for sale. Can you explain that? 

THE WITNESS: I cannot explain that. 

THE COURT: This return -- the return that was 

filed does seem to disclose any manufacturing operation 
whatever by this corporation. It suggests to me that this 
was merchandise purchased by the corporation and then re- 
sold. 

THE WITNESS: Well, -- 

THE COURT: This is what the return shows. Does 
counsel have any explanation for this? 

MR. S0L0M0N: I -- I don't know what the return 
discloses, I have a copy of it, it does indicate what Your 
Honor has indicated, but this organization manufactured 
Christmas wire, and that’s what it did. And, -- 

THE COURT: Well, I'm no sure that th© Petitioner 

says -- that this witness says that he was in the wire busimss 
for some 30 years, and I -- the thought naturally arises in 
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my mind as to whether perhaps this manufacturing operation 
wasn't carried on by some other entity under the control of 
this -- under this witness and his brother. Could you 
comment upon that, please, Mr. Kraut? 

THE WITNESS: We -- we actually manufactured 


the -- 

THE COURT: Well, when you say we, tell me who 

the we are? 

% 

THE WITNESS: I did, my brother did, and several 
employees, it might have stated with one, and wound up with 
six or seven. 

THE COURT: But did you do it -- but did you do i : 
under the Nassau Plastics and Wire Corporation umbrella, or 
did you do it under the -- under some other entity, or 
partnership? 

THE WITNESS: It was done under -- 

THE COURT: Or did you and your brother -- 

THE WITNESS: It was done under Nassau Plastics, 
and I don't know why it is not there, but it was done under 
Nassau Plastics. 


MR. SOLOMON: Your HOnor, may I just ask a 

few questions that maybe we can straighten this matteT out? 

THE COURT: You may indeed, because I'm confused, 


and from the Exhibit that is before me, the exhibit that 
is before mo, would contradict what this witness is testifying 
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MR.S0L0M0N: Yes, sir. 


2 

BY MR. SOLOMON: (Resumin„0 


3 

Q 

Mr. Kraut, do you manufacture or insulate wire 


4 

under «ny other corporate name, in 1965 and 1966 other 


• 5 

tnan Nassau Plastics and Wire? 


6 

A 

Yes. 


7 

Q 

Wliat was the name of the organization that 


8 

manufactured -- 


9 

A 

Trio Wire and Cable Corporation. 


10 

Q 

H°w lon « h ®ve you operated in the lnsulating of 


11 

copper wire with piastic or other related materials i„ 


12 

Trio Wire 

and Cable? 


13 

A 

At least 20 years. 


14 

Q 

Mr. Kraut, did Trio Wire and Cable Corporation 


15 

manufacture Christmas wire? 


16 

A 

No. 


17 

Q 

What kind of wire does Trio Wre and Cable manu- 


18 

facture? 



19 

A 

Cahle - heavy cables, -- oh, it is hard to 


20 

lescribe. 

I know -- them by their trade names. 


21 

Q 

)!se -- use the best lansua K c you C an think of 


22 

using? 



23 

A 

Oh, elevated cabies, lamp cord and -- oh, I 


24 

25 

don-t knew how to describe it. what they cali SJT wire, 
varicus types of wires that were plastic insulated. 



• - t 
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THE COURT: Had you obtained a patent for this 
-- for the type of wire that was used -- 
THE WITNESS: No. 

THE COURT: That you call Christmas wire? 

THE WITNr.SS: No. 

THE COURT: When did you first develop it? 

THE WITNESS: We began developing it in a 
section of the company. 


THE COURT: Well, do you mean in 1965? 

THE WITNESS: Yes. 

THE COURT: And, not before that? 

THE WITNESS: No. 

THE COURT: Well, I am puzzled by the word 
we. 

THE WITNESS: My brother and I. 

BY MR. SOLOMON: (Resuming) 

Q When you use the word we, who do you mean? 

A My brother and I. 

° You know, Mr. Kraut, you use the words here of 
Christ'a&s wire and I assume that you have expiained that, 
and the development, was there anything about the Christmas 
wire that made 1t different than other -- than other wire? 

A Ah - - 

Q Was it double -- was -- did it hav« two wires 
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A Which Christmas wire? 

Q In it, one wire in it, -- 

A No, it had two wires in it. 

Q I mean was it a two conductor wire, or a single 

A Two conductor wire. 

Q And, you have mentioned that this wire was a 
better wire to be used by Christmas light manufacturers 
other than other Christmas wire -- are -- excuse me, are 
there any competitors in the Christmas wire business -- 

A Yes, there -- 

Q Who insulate -- 

A Are people who manufacture wire. 

Q Now » w hy would you want to go into the Christmas 
wire business? 

A I think that it is a great area. 

Q Excuse me, for a moment, were you ever in the 
Christmas wire business before? 

A Yes. 

Q Why didn't you continue in the Christmas wire 

business? 

A There were too many problems in the area -- 

the rejection rate and etc. 

THE COURT: Now, I want to know what you mean 
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1 

by the word you, when counsel asked you, were you ever in 


2 

the Christmas wire business before, are you referring now 


3 

to the Trio Corporation? 


4 

THE WITNESS: No. 


5 

THE COURT: Well, in what -- 


ß 

THE WITNESS: Well, there was a company called 


e 

the Christmas Wire Manufacturing, prior -- prior to 1965. 


8 

THI: COURT: How long had that been in existance? 


9 

THE WITNESS: I don’t recall. 


10 

TME COURT: OKay, what's your best estimate as 


11 

to the number of years? 


12 

THE WITNESS: I -- I just don’t remember that 


13 

fa '.ck. 


14 

THE COURT: Was it more than five years? 


15 

THE WITNESS: I imagine that it was at least -- 


10 

in that area. 


17 

THE COURT: Well, between five and ten? 


c 



18 

THE WITNESS: -It very well could be, but you 


19 

are asking me to guess, but I can’t be sure. 


20 

THE COURT: Well, I want your best judgment 


21 

rather tnan a guess. 


22 1 

THE WITNESS: In the neighborhood of five years. 


23 

THE COURT: And, who were the stockholders of 


24 

that corporation? 


25 

THE WITNESS: AAron and Harry Kraut, I think it 




7 
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1 

was. I forget again -- Aaron and Harry Kraut. 


2 

• 

THF, COURT: You and your brother each owned half 


3 

of the corporation? 


4 

THE WITNESS: Yes, that's right. 


5 

THE COURT: Were your wives the stockholders 


6 

rather than you? 


7 

THE WITNESS: No, no. 


8 

THE COURT: Rather than you and your brother? 


9 

THE WITNESS: No. My brother and I were the 


10 

stockholders. 


11 

THE COURT: Now, was the Nassau Plastics and 


12 

Wire Corporation pretty much the successors to this other 


13 

corporation? 


14 

THE WITNESS: No, because until I developed this 


15 

new -- this new wire, I -- we didn't have that much of a 


16 

taste for manufacturing Christmas wire. 


17 

THE COURT: But -- but you and your brother 


18 

were manufacturing Christmas wire through this other 


19 

corporation -- 


20 

THF WITNESS: Right. 


21 

THE COURT: Could you give me its name again? 


22 

THE WITNESS: Christmas Wire Manufacturing 


23 

Corporation. 


24 

THE COURT: What happened to that corporation? 


25 

THE WITNESS: That was sold. 



4 


O 
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THE COURT: When? 

THE WITNESS: In 1965. 


% , 

THE COURT: And, by sold you mean that the stock 


was sold? 



THE WTTNESS: Yes. 

THE COURT: To whom? 

THE WITNESS: Southwest Metal Industry. 

THE COURT: What was Southwest Metal Industry? 

THE WITNESS: I don't know their -- I have just 

completely forgotten what their business was. 

* 

THE COURT: Was that on a -- was that corporation 
on a fiscal year basis? 

THE WITNESS: I don’t know. 

THE COURT: What were its earnings during its 
last year prior to your sale? 

THE WITNESS: I don’t remember that either, 

Your HOnor. 

a 

THE COURT: What is your best recollection? 

THE WITNESS: It is just completely blank in 
m^ *d. But the tax report probably could show it. 

THE COURT: Does either party expect to present 
any evidence in respect to that prior corporation? 

MR. SOLOMON: I do not, Your Honor. 

MR. WELSH: We do not, Your Honor. 

THE COURT: And, when you say you sold the stock 
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to the Christmas Wire and Manufacturing Corporation, what 
was included within that corporation, was there real estate, 
was there fiscal assets, what was included? 

THE WITNESS: I don't remember that either, Your 

Honor. 

THE COURT: Where was the business conducted? 

THE WITNESS: At the same address as -- 
THE COURT: As vour Trio Ccrporation? 

THE WITNESS: As Nassau Plastics, or you can say 
that -- yes, as Nassau Plastics, where it is now, that's 
where we conducted its operation. 

THE COURT: Is the Nassau Plastics business 

was that conducted at the same place as your ' , ~io Corporatioi 
operated its business? 

THE WITNESS: It was in a separate building. 

THE COURT: An adjacent building? 

THE WITNESS: An adjacent building. 

THE COURT: Did you lease the building, or did 

you cwn it? 

THE WITNESS: We leased it. 

THE COURT: So, that the sale did not include^ 
any sale of real estate? 

THE WITNESS: That's correct. 

THE COURT: Did it include machinery? 

THE WITNESS: I don't recall. 








% 
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1 

THE COURT: Did it include any physi .al assets 

2 

of consequence? 

3 

THE WITNEfiS: It may very well have, but I just 

4 

don't remember. 

5 

THE COURT: Proceed. 

6 

BY MR. S0L0M0N: (Resuming) 

1 7 

Q Mr. Kraut, *m talked about -- can you hear me? 

8 

A Yes. 

9 

0 During our discussions you talked about Christmas 

10 

wire, and it leaves me to believe that -- that there must 

11 

have been something different or -- I don't know, what -- 

12 

what was so -- what was the -- the wire manufactured by 

13 

Nassau, what was so -- why wasn't it the same as every other 

14 

wire? 

15 

A When you say the same as any other wfre, do 

• 

16 

you mean the same as any Christmas wire? 

17 

Q Christmas wire? 

C 

18 

A Well, what we did was we developed the utiliza- 

19 

tion of a softer plastic over the copper, so that it would 

20 

receive those pin-type sockets without h.iving that rejectior 

21 

rate that was prelevant with the normal type of plastic 

22 

f 

that was being utilized. 

> 

23 

Q How as this accept.ed by the Christmas light 

24 

manufacturers? 


25 


A 


We were overwhelmed with business after we 







»I Hf 


t -'P 


»-n' 


1448 


A. Kraut - direct 


Jâ 70 


submitted sample ones to the customers. 


Q If it was such a good deal, Mr. Kraut, why didn't 
you manufacture it in Trio Wire and Cable? 

A With its good points, it had a serious point 
that was an unknown quantity to us. In utilizing this 
soft plastic, it gave us some doubts as to how it would 
hold up in the field after several years. 

THE COURT: Mr. Kraut, getting back to the 

I 

sale of your Christmas Wire Manufacturing Corporation stock 
in 1965, I think that I asked you what the earnings of that 
corporation were -- 

THE WITNESS: Yes. 

THE COURT: In its last year before sale, and I 
think that I also asked you what the sale price of the 
stock was. And, in substance I believe that you told me 
that you didn't remember. 

THE WITNESS: That's correct. 

THE COURT: That is an answer which I have con- 
siderable doubt in accepting, and I ask you again to give me 
your best recollection and your best Judgment as to, one, 
what the earnings of this business -- of the Christmas Wire 
Manufacturing Corporation were, during its last year of 
operation before you sold it, and secondly, the price at 
which you sold the stock. I find it extremely difficult 
to believe that you have no recollection whatever of what 






these figures are? 
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si , 

THE WITNESS: Your Honor, -- that is absolutely 
true. I have no recollection. 

THE COURT: Do you have any materials in the 
Courtroom to refresh your recollection or give you a hint, 
or stimulate your recollection? 

THE WITNESS: I do not, it is eight years ago, 
and I just have absolutely no recollection of it. 

THE COURT: Would you have a recollection of 
whether it was in the range of $100,000.00 or $1,000,000.00? 

THE WITNESS: I don’t -- I really don't have 

that -- 

THE COURT: Do you think that you sold it for 

$ 10 , 000 , 000 . 00 ? 

THE WITNESS: I have no idea what I sold it for, 

I lcnow that it wasn't sold for $10,000,000.00. 

THE COURT: All right, was it sold for in excess 
of $1,000,000.00? 

.> 

THE WITNESS: I don't know -- 

THE COURT: That’s a lot of money. 

THE WITNESS: I don't think so, but I don’t know. 

THE COURT: All right, was it sold for more than 

$ 100 , 000 . 00 ? 

THE WITNESS: It could very well be. But, I 
don't have --I don't have the answer to it, it is completel t 
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THE COURT: These are not trivial amounts of 


|S2 


money. 

THE WITNESS: I know that. 

THE COURT: Are you accustomed to deal with sums 
cf this character? Customarily? 

THE WITNESS: I don't know how to answer that. 

I think that I have become accustomecl to it, but I don't 
--I don’t recall what happened eight years ago, Your Honor. 

THE COURT: Can you give me your best recollec- 
tion as to what the range was? 

THE WITNESS: I would say ^nywheres from 
$100,000.00 to a million dollars, it could be anywheres theris. 
THE COURT: That is, you are talking about the 

sale price? 

THE WITNESS: That’s right. 

THE COURT: This puts great strain upon my 
credulity, Mr. Counsel. 

MR. SOLOMON: Your HOnor, it is not unusual to 
be involved with a businessman who really doesn’t know -- 
a very simple reason that in his team -- in his way of 

9 

operating, unfortunately his brother couldn't be here, but 
Harry Kraut was a person wno Aaron Kraut relied on for* many, 
many of the fiscal relationships that he had. I -- I don't 
believe from my own knowledge that I could ask Aaron Kraut 
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anything unless I show him a piece of paper. I don’t 
believe that he knows what is on his tax return unless I 
show him a piece of paper. And, he is quite used to dealinj 
in -- in numbers that large. It is not unusual. 

THE COURT: Well, you are not a witness, Mr. 

Counsel. 

MR. S0L0M0N: Well, -- 

MR GOLDBERG: Your Honor, the Government had 

subooenaed Harry Kraut, and counsel for the Petitioners 
had told us that he had to be in Court today, but when I 
asked him whether Aaron will testify as to what happened, 
he assured me that Aaron knew as much as Harry knew, and 
therefore, there would be no problem in -- either one could 
testify with regard to everything that happened in the 
case. They are both familiar with the business and knew 
what had heppened. And, based upon the counsel for Petitior 
er’s reliance, we did not enforce the subpoena against 

Harry Kraut to be here today. 

MR. SGL0M0N: Well, Your Honor, I think that 

the witness is being as responsive as he could be, with 
respect to this matter. 

THE COURT: I will have t.o form my own judg- 

ment on that, Mr. Counsel, proceed. 

MR. S0L0M0N: Yes, sir. 


25 


BY MR. SOLOMON: (Resuming) 
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1 

Q My last question, Mr. Kraut, what does the 


2 

premisis at Meserole Avenue look like? Is there one 


3 

building where you had three corporations? 


4 

r 

A There were three separate buildings. 


5 

THE COURT: What what address are you giving 


6 

the witness? 


7 

MR. S0L0M0N: Not a particular address, but 


8 

where the factories were, and -- on Meserole AVenue. 


9 

THE COURT: What street? 


10 

••1R. S0L0M0N: Meserole Avenue. The address -- 


11 

THE COURT: Well how does that relate to the 


12 

address of the Nassau Plastics and Wire Corporation? 


13 

MR. S0L0M0N: I saw that too, Your Honor, that 


* ' 14 

-- the accountant who prepared that return used Mr. Kraut’s 


15 

home address. 


16 

THE COURT: Well, the address shown on Exhibit 


17 

3-C is 315 Virginia Avenue. 


18 

MR. S0L0M0N: That is Mr. Kraut’s home. 


19 

THE COURT: Does counsel correctly state that? 


20 

THE WITNESS: Yes, at that time, yes. 


21 

THE COURT: Now, what is the address that -- 


‘ 22 

what is the street that counsel is referring to? 


23 

MR. S0L0M0N: Meserole AVenue, in Brooklyn. 


24 

THE COURT: How do you spell that? 


25 

MR. SOLOMON: M e-s-e-r-o-l-e. 



• «f 
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TI<E C01JRT: And, is that where the manufactur- 
ing operations were carried on in your wire business? 

THE WITNESS: That*s correct. 

THE COURT: And in this question I am using 
the worJ your, to refer to the various entities that you 
and your brother were interested in for manufacturin« wire. 
And, that would involve the Trio Corporation as well as 
the Christmas Wire Manufacturing Corporation and the Nassau 
Plastics and Wiro Corporation? 

THE WITNESS: That's correct. 

THE COURT: Are there any o\ r entities besides 
those three that you functioned under? 

THE WITNESS: No, si. . 

THE COURT: Proceed. 

BY Kl<. S0L0M0N: (Pcsuming) 

Q Mr. Kraut, why did you foim or cause to be formed 
Nassau Plastics and Wire Corporation? 

A To develop Christmas wire -- to develop and manu- 
facture Christmas wire and its c“" , ponents. 

THE COURT: Did you form it simultaneously with 
the sale ®f your -- of this predecessor corporation, namely 
the Christmas Wire Manufacturing Ccrporation? 



THE WITNESS: No, I don’t think so. 

THE COURT: You said you sold that in 1965? 
THE WITNESS: Thafs right. 
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THE COIJRT: Do you remember what part of the year 


4 

J 

?* 


THE WITNESS: I am not sure, it might have been 


a month or two months that spaced them apart. 


THE COURT: These were -- but these were roughly 


continuous operations? 


THE WITNESS: Do you mean where one continued 


from the other? 


THE COURT: Well, where one picked up business 


after the other stopped? 


THE WITNESS: No, no, I think it was -- our 


attitude was a completely different attitude as far as -- 


THE COURT: I’m trying to fix the point of time. 


THE WITNESS: I don't have that here. It was 


in 1965, it might have been three months, four months, it 


might have been a month, it might have been three weeks, 


I have no -- I don’t know -- I d^n't have those figures off- 


hand. 


THE COURT: But, it was a comparatively short 


space of time between the point ?t which you sold the 


stock in the Christmas Wire Manufacturing Corporation, 


and the beginning of operations u der the Nassau Plastics 


6 Wire Corporation? 


THE WITNESS: I would venture to say so. 


THE COURT: A matter of a few weeks or a few 


months? 
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THb WITNLSS: It could be, yes. 

THE COURT: That's your best recollection? 

THE WITNESS: Right. Right. 

THE COUÄT: Now, you and your brother owned 
the stock in the Christmas Wire Manufacturing Corpor^tion, 

I think that you testified? 

THE WITNESS * Yes. 

THE COURT: And, the stock in the Nassau Plastics 
and Wire Corporation was owned by ycur respective wives, 
was this merely a matter of convenience of putting the 
stock in their names rather than in the names of -- rather 
than in yours and your brother's name? 

THE WITNESS: Well, I wanted my wife to have 

something in her name, and Harry did tco, so we did it. 

THE COURT: But you and Harry were the dominant 

% 

figures in the enterprise? 

THE WITNESS: That’s correct. 

THE COURT: Did they peicorm -- did your wives 
perfoiv. any services? 

THE WITNESS: No. 

BY MR. SOLOMOiJ: (Resuming) 

Q Kr. Kraut, was it necessary for any --development 
of any special tooling or anything to manufacture the 
Christmas vire that you manufactured in Nassau Plastics 



and Wire? 
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A Wouia you repeat that question? 

Q Was there any -- did you have -- in using the 
sot't plastic that you testified you used, -- 

A Yes. 

Q Did you have to do anything in order to be able 
to utilize soft plastic? 

A Yes, we had to retool the -- part of the machine 
to utilize this material. 

Q If I were to show you the tax return that the 
Judge is looVing at, and you -- 

THE COURT: Exhibit 3-C. 

BY MR. SOLOMON: (Resuming) 

Q Exhibit 3-C, you would see on the balance sheet, 
-- in fact I will show you -- just look at this, this is 
a balance sheet of Exhibit 3-C, if you will look at that 

THE COURT: That's the back page. 

BY MR. SOLOMON: (Resuming) 

Q That's Schedule L -- Schedule L of the tax 

return for Nassau Plastics and Wire Corp. for the year 

ended June 30th, 1966. I direct your attention to line 
8 -- 

A Um-huh. 

Q That -- could you tell me what that line says? 

A Line R -- 



/ 
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Q No, no, read the -- 

A Buildings and other fixed appreciable assets 

Q Could you read the number? 

A 5218,000.00 -- 

Q No, that's $2,181.00. 

A Oh, $2,181.17. 

Q I: order -- in order to manufacture the Christmas 

wire, you could do that on an asset worth $2,118.17? 

A Np. 

Q WJ'.at do you need in order to manufacture Christ- 
mas wire? 

A You need a plastic extvuder and a component part 
to it. 

Q How much would a plastic extruder cost? 

A $40,000.00 -- $45,000.00. 

Q Well, the balance sheet of the Exhibit 3-C doesn’t 
indicate that Nassau Plastics and Wire owned an extruder? 

A That's correct. 

Q Well, how did they manufacture the wire? 

A They -- Nassau leased that extruder and its 
equipment. 

THE COURT: From whom? 

THE WITNESS: From Trio Wire 8 Cable Corporation 
BY MR. SOLOMON: (Resuming) 

Q And, -- and what type of plastic was used in 
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the insulation of the Christmas wire that Nassau Plastics 

»s 

and Wire produced? 

A A comparatively soft plastic, something new in 
that area. 


o 


(i 


8 

9 

10 

11 

12 

13 
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Q And, that could be done easily on the extruder 
that you leased from Trio Wire and Cable? 

A After we retooled -- 

Q I don't understand, Mr. Kraut, what do you mean, 
after we retooled -- 

A Well, we had to adapt certain equipment to accept 
this material. 

Q Well, does that require -- could you explain to 
us what retooling in essence means? 

| 

A Well, we more or less -- well, it is very compli- j 

. 

cated, but I will try. There are certain guider tools, 
and various component parts that allow this plastic to be 
utilized. It flows through a certain area, and if you don’t 
have this particular -- these particular types of tools that 
I utilized for it, you just can't -- you can*t extrude this 
material, it is rather difficult, but once you have utilized 
the equipment -- or tooled up for it, correctly, it is very j 
readily -- 

Q Again I ask you, if this -- as long as it was 
Trio Wire and Cable's extruder that you leased to Nassau, 
and you -- and Nassau did some tooling to run soft plastic. 
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1 

81 

why didn't Trio »‘/ire and Cable rv that material? 


2 

A It could have. 


4» 

Q ^ Well, why didn't it, it would have i«creased 


4 

busmess? 


5 

A Well, the soft plastic material hia a particular 

# 

K 

drawback, it was an unknown quantity, we didn't know how 


7 

it would react two or three years after it was manufactured. 


8 

and after several discussions with our accountant and attorney 


9 

we decided that we would be complete idiots to take a chance 


10 

on putting -- producing this material in Tric Wire and 


11 

jeopardizing the corporation. 


12 

Q What do you -- 


13 

. 

THE COURT: Mr. Kraut, I'» still confused as to 


14 

the reiationship between the manufacturing operations at 


15 

Trio and the operat.ions conduced by Nassau Plastics and Wire 


16 

Corporation, now first let me get the geographical location- 

c 

17 

ship between the two. 


18 

There was some statement made that they were 


19 

in adjacent buildings? 


20 

THE WITNESS: There were three buildings. 


21 

THE COURT: Yes. 


22 

- 

THE WITNESS: Trio Wire originally occupied all 


23 

three buildings. This one extruder was idle most of the 


24 

time, and Nassau Plastics leased that extruder. 


25 

THE COURT: Now, was that in a building -- in one 
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Of the three buildings that -- let me put it in terms of 

3 ^ uestl0n these three . ’Idings were contiguous to one 
another? 

THi .ITNESS: They were separate, yet they were 
openings in ::■* buildings to allow passage between them. 

THE COURT: How much soace was used for the 

operations that were carried on by Nassau Plastics and 
Wire Corporation? 

THE WTNESS: Oh, approximately 10,000 square 

feet. 

THE COURT: How many stories? 

THE WITNESS: One story. 

THE COURT: And, w. - the extruder in that building? 
THE WITNESS: That's correct. 

THE COURT: Another question in relation to 
what assets Nassau Plastics and Wire Corporation had, is 
Ime 8 on th. balance sheet, of Exhibit 3-C, shows the 

depreciable assets in the amount of $2,181.00, what were 
those assets? 

-HE WITNESS: I don't know. 

THE COURT: Were they office equipment? 

THE WITNESS: I don’t recall, Your Honor. 

THE COURT: Was :.t -- was it any manufacturing 

equipment? 


THE NITNESS: It could have been 


any one of 
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those things, that you have mentioned but I just don't 
recall. 

THE COURT: If it were manufacturing equipment 
wouTd it have been minor in character in relation to the 
extruder, which you indicated was some -- was worth some 
$40,000.00? 

THE WITNESS: I really cannot say,. because I 


don't -- 


THE COURT: Well, ay question really answers 

itself. 

THE WITNESS: I can't answer that because -- you 
know, the accountant made out -- filled out these tax 
returns from whatever information they had, and all I did 
was sign them, but I didn't get into that area. 

THE COURT: When the stock in Nassau Plastics 

§ Wire Corporation was sold, or disposed of, or -- ah -- 
in 1966, were the operations conducted -- did the -- did 
the operations continue to be performed at that same 
address? 

THE WITNESS: Yes. 

THE COURT: What about the extruder? 

THE WITNESS: It continued to perform the -- 
in the same place. 

THE COURT: And, that continued to be owned 


25 


by the Trio Corporation? 
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TMi, WITNESS: The machine itself was owned by 
Trio Wire and Cable. 

THE COURT: And leased to -- 

TH^ WITNESS: And, leased by Nassau -- 

THE COURT: To this new entity? 

THE WITNESS: That's correct. 

THE COURT: Had that extruder been used in the 

4 * 

business of the Christmas Wire Manufacturing Corporation? 
r "hh WITNBSS: I don't recall. 

THE COURT: Was that a plastic covered wire 
that that corporation manufactured? 

THE WITNESS: Yes. It could have been, but I 
can't answer for sure on that. 

THE COURT: What is your best recollection? 

THE WITNESS: I have no recollection. 

THE REPORTER: Excuse me, I have about five 
minutes left on the tape. 

THE COURT: Okay. 

& 

BY MR. SOLOMON: (Resuming) 

Q Mr. Kraut, how many employees were needed in 
the manufacturing of the Nassau Plastics and Wire Christ- 
mas wire? 

A Approximately six or seven, when it was in full 
production. 

Q And, how many -- when it was in full production, 
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what was the projection -- what was your best estimate that 

when Nassau -- chat when this extruder was in full production, 
t'iat it could produce in Christmas wire? 

A You mean overall volume or profitwise? 

Q ^verall volum«*? 

A Ah -- anywheres from $2,000,000.00 to 

$6,000, °Ö0.00 •» year. 

Q And, was your -- what did you think that based 
upon the acceptance of this soft plastic wire, that -- what 
was your understanding of what profits this company could 


make? 


I projected earnings in the area -- and this is 


conservative, over a ten year period of at least $10,000,000 00 
Q If it could produce $10,000,000.00 in earnings 
over a ten year period, well, how come you sold it for 
$3,500,000.00? 

A Because those were projection?;, and no one knows 
what is going to happen six months from now -- 

Q The Cathederal offered you $3,500,000.00 for 
this business and you sold it immediately? 


Q Tell me what happened? 

A We wanted $5,000,000.00 for it. 

Q Based on what? 

A On my projected earnings. 
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Q An« 1 * why did you accept $3,500,000.00? 

A Well, it was a matter of bargaining, they 
didn't want to pay $5,000,000.00, and I didn’t want 
$2,500,000.00 nr whatever they came in, I think it was 
$2,500,000.00. 

THE COURT: You accepted a minimum of 

$500,000.00 did you not? 

THE WITNESS: No, I didn't 

THE COURT: Counsel has been assuming $3,500,000. 

THE WITNESS: We didn't accept a minimum of 
$500,000.00. 

THE COURT: I think that the stipulation and 
the Exhibits will speak for themselves. 

MR. SOLOMON: Mr. Kraut -- the Exhibits will 
speak for themselves, that's true, Your Honor. 

BY MR. SOLöMON: (Resuming) 

Q ^ r * K ra ut, did you read the contract with the 
% 

Catnederal of Tomorrow in the sale of the shares of Nassau 
Plastics and Wire Corp? 

A I read it a long time ago. 

Q Did you read it? 

A Yes. 

Q Do you remember it? 


A Some of it, but not too much of it. 

Q What do you remember? If anything? 








V 


1 

2 
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A That we were to be paid $3,500,000.00 over a 
period of ten years. 


3 

4 
3 

( 6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

* 17 

18 

19 

20 


THE COURT: If this product was not patented, 
what expectation did you have that there wouldn't be 
competitors in the field fairly promptly t t might just 
knock your projections into a cocked hat? 

THE WITNESS: Well, we had cther projections 
besides that. We expected to manufacture Nassau Plastics 
in far more than just the wire. I had projected the thought 
of manufacturing the wire with sockets already automatically 
attached, and I had projected the -- tht thought -- not the 

•V 

thought, I was hoping someday to manufacture the bulbs that 
go with it. 

THE COURT: Well, there would be competitors 
in that operation too, would there not? 

THE WITNESS: We had -- we had a very efficient 

operation in Nassau Plastics. I have found over the years 
that -- 

THE COURT: Are you still connected with that 

operation? 


21 






and Wire? 


THE WITNESS: At this point, with Nassau Plastics 

THE COURT: Yes. 

THE WITNESS: No. 

THE COURT: When -- when did you terminate your 
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actual connections with it? 


«M 88 


THE WITNESS: In 1969. 


THE COURT: I'll leave it with counsel to develop 


whatever circumstances there might be surrounding that. 


Proceed. 


THE REPORTER: Excuse me, I have to change the 


tape. 


THE COURT: You may change it. 


CWhereupon, a short recess was taken to change 


the tape at 12:45.) 


BY MR. SOLOMON: (Resuming) 


Q Mr. Kraut, do you know how much you were paid 


by the Cathederal of Tomorrow with respect to the sale of 


the shares of Nassau Plastics and Wire Corp? 


In total? 


Q Yeah, total? 


A Approximately $1,500,000.00. 


You mean you were paid $1,500,000.00 -- 


A Half of it. 


Half of it. Could you tell me what Nassau 


Plastics and Wire Corp. Company, a division of the Cathedera 


of Tomorrow earned during that period of time? 


A Approximately $2,000,000.00. 

MR. SOLOMON: Thank you, I have no more questions, 


Your Honor. 


- •/ 
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CROSS EXAMINATION BY 
MR. WELSH: 

Q Mr * Kr *ut, were you Rresident of Trio Wire and 
Cable Corporation? 

A That’s correct. 

Q And, that was located at 212 Meserole Avenue? 

A Correct. 

Q And, were you an officer of Nassau Wire and 
Plastics Corporation? 

A No. 

Q Didn't you sign the contract as vice president? 

A I don't recall that. 

Q Exhibit 5-E. Maybe I can show that to you. 

A Well, if you will refrer'. ray memory, l'd be 

happy to see it. 

Q You did sign it. 

THE COURT: The Exhibit speaks for itself. 

BY MR. WELSH: (Resuraing) 

Q Well, were you involved with the production 

management of Trio Wire and Cable? 

A Yes. 

Q w « r « you also the internal officer manager? 

A I? 

Q Yes. 

A No. 
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Q And, did you hold the same position -- the 
position as production manager for Nassau Wire and Plastics? 
A Yes. 

Q And, were there any employees of Nassau Wire 

and Plastic in the first year of its operation, July of 
1965 to June of 1966? 

A Yes. 

% 

Q And, who were they? 

A I don't recall their names. 

THE COURT: After the sale of the stoclc, or 

disposition of the stock, in Nassau Plastics and Wire 
Corporation, did the operation continue as before? 

THE WITNESS: Yes. 

THE COURT: With the same personnel at the 

same place? 

1'iE WITNESS: Yes, maybe more personnel. 

THE COURTr Rut, it continued at the same 
geographical location? 

THE WITNESS: Correct. 

THE COURT: With the same equipment? 

THE WITNESS: Correct. 

THE COURT: With the same people plus perhaps 
some additional personnal as the needs of the business 
increased? 


25 


THE WITNESS: Correct. 
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BY MR. WELv'iH: CResuming) 

Q The tax return for Nassau Wire and Plastics 
for its first year of operation does not show the payment 
of any rents for leased equipment which you said was leased, 
was there a lease, did they lease any equipment for that 
first year? 

A Yes. 

Q I have served you with a subpoena, is that 
correct? 

A That’s right. 

0 Asking you to bring all documents and records 

regarding the Nassau Plastic and Wire and the sale? 

A Right. 

Q And, do you have any of those documents? 

A No, because the Cathederal of Tomorrow has that. 

Q But didn’t you keep the books and records of 
the corporation? 

A No, I did not. I did not. 

Q The books were not audited here in New York? 

A Whatever we had was given to the Cathederal of 
Tomorrow, they have all the records, everything that was 
there is theirs. 

Q Did you operate and run the business in New York 

Yes. 


State? 
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THH WITNESS: They're a manufacturing concern 
in the copper area. 

MR. SOLOMON: They are a publically owned 
company, sir. 

THE COURT: When did you and your brothers sell 
your stock in Trio Wire and Cable Corporation to Larabee? 

THE WITNESS: In 1969. 

THE COURT: And, did you and your brother con- 
tinue as officers in Trio after the sale? 

THE WITNESS: Yes. 


THE COURT: So, that its business is conducted 
under your control? 

THE WITNESS: Ah -- we conduct the business but 
we don’t control it. We can't make decisions. 

TFIE COURT: Who is the President and whose the 

Vice -- 


THF WITNESS: I'm the President, and my brother 

is the Vice President. 

THE COURT: But you have immediate control over 

the books. 


THE WITNESS: I have no right to remove them 
from the premisis. 

THE COURT: I'm not asking you whether you can 
"" whether you have a right to remove them. You have a right 
to inspect them, if not you would be a strange President, I 
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1 

would think. 


2 

THE WITNESS: I don't know how to answer that, 


;) 

^our Honor. I mean -- these are not my books and records 


4 

anymore, and how can I go and just take them out of the 


.-> 

-- off the premisis? 


« 

TME COURT: They are the books and records 

! 


i 

of the corporation, I take it? 


8 

THE WITNESS: Yeah, but it is not -- 


9 

i 

THE COURT: Is there still an entity known as 


10 

Trio Wire and Cable Corporation? 


11 

j • 

THE WITNESS: Yes. 


12 

THE COURT: And the stock is owned by Larabee? 


]? 

THE WITNESS: That's correct. 

14 

THE COURT: There is no change in the corporate 

ir» 

shell, I take it, simply a change who the stockholders of 


1G 

the corporation were? 


17 

THE WITNESS: What is now a division of a 


18 

publically held company. 


1 !) 

MR. S0L0M0N: Your Honor, if I may, it is a newly 


20 

-- a newly formed corporation, Trio Wire and Cable as 


21 

Mr• Kraut knew it has been liquidated and dissolved. 


22 

THE COURT: Well, that's your statement, but 


24 

not evidence. 


24 

MR. S0L0M0N: Yes. It is a matter of record. 


25 

sir. 

1 

! 





/ 
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THE COURT: But not in this Court, yet. 

At any rate, the books of that corporation, I take it 
would show what rents were received from Narsau Plastics 
and Wire Corporation? 

THE WITNESS: I -- I imagine it would, yes. 

BY MR. WELSH: (Resuming) 

Q ^o you know what the date was of the sale of 
Trio Wire? 

A Just 1969, I don't know the exact date. 

Q When was the last date you received payments 

from the Cathederal of Tomorrow? 

A I don't know that either. I don't have that, 

but it is in the record somewhere, I -- I just don't have 

it here. 

Q You are not receiving payments now? 

A No. 

Q And, you haven’t since 1969? 

A If that -- if that's what it was, that's what 

it was. I just don't remember, I'm not trying to hide 

anything, but you have it in the records. 

THE COURT: Was a new corporation organized to 
carry on the business of Nassau Plastics and Wire Corpora- 
tion? 

THE WITNESS: No. 

THE COURT: After the so-called sale to the 
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Cathederal of Tomorrow? 

THE WITNESS: No. 

THE COURT: Well, how did it operate then? 

THE WITNESS: I don't understand -- 

THE COURT: Was it -- was it operated as an 

unincorporated business? 

THE WITNESS: Oh, you mean after you sold it 

to - - 

THE COURT: After the so-called sale to the 
Cathederal of Tomorrow? 

THE WITNESS: No, it -- it operated -- gee, I 
don't know under what, it operated under Nassau Plastics 
and Wire. I don't know how they changed the status of 
it» because I just wasn’t familiar with these things. 

% 

THE COURT: As I understood the materials that 

were stipulated, Nassau Plastics and Wire Corporation, 
which was the subject of the so-called sale, was to be 



l 


I 


liquidated. Ah -- page 3, of Exhibit 5-E, seems to state ! 
that the buyer shall take all such action as may be required 
so that as of June 25, 1966, Nassau Plastics shall be 
liquidated and all of its assets distributed to the buyer, 
the buyer being Cathederal of Tomorrow, and then there are 
further down on that page, ah -- there is a statement that 
the buyer shall take steps forthwith to accomplish the 
following, namely to create a separate operating manufacturin> 
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1 

unit owned by the buyer to be denominated and known as 



\ 

o 

Nassau Plastic. 




:i 

Now, was there a new corporation organized ünder 




4 

the same name? 




•'» 

THE WITNESS: That could very well be, I am not 




(i 

familiar with that type of thing. 

; 



7 

THE COURT: Well, counsel -- both counsel -- if 




8 

counsel for both sides know, they may so stipulate. 




ü 

MR. OOLDBERG: Your Honor, we would like to -- 




10 

°ne of the Government’s intended witnesses is the Reverand 




11 

Rex Humbard, who is the head of the Cathederal of Tomorrow, 




12 

and I hope that he will be able to telJ us what happened 




14 

to this corporation he reportedly purchased. 



14 

THE COURT: I had hoped that the parties are 



15 

able to develop their facts before trial and they are not 



1G 

I 

finding out what these facts are for the first time after 



17 

the witnesses get on the witness stand. 



18 

MR. WELSH: Your Honor, we -- we are not sure -- 



19 

the Respondent is not clear as to exactly what happened to 



20 

the operation of Nassau Plastics and Wire after it was 



21 

sold. The contract called for it to be liquidated, and for « 

. 


22 

1 

an operating company to be set up. This information was neve 

r 



2:i 

completely clear. We have subpoenaed books and records froir 




24 

anybody who might have them, and we haven't received any -- 




25 

from anybody. The Cath«deral of Tomorrow says that they 

_: _._ 1 



I' 


* 






V 


I 


1 
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do not have them. Mr. Kraut tells me that he does not have 

$ 

<> 

them. 


3 

THE COURT: All right, off the record. 


.1 

(Whereupon, a brief off the record discussion 


r> 

was held at the bench.) 


« 

BY MR. WELSH: (Resuming) 


t 

0 Now, Mr. Kraut, Nassau Plastics and Wire you 


8 

say it leased the equipment from Trio Wire. 


9 

A Yes. 


10 

Q How long was that lease for? 


]] 

A I don't remember how long it was for, but -- 


12 

I'm just trying to think -- I can't -- I just don't remem- 


J.< 

ber how long it took. 


14 

Q Did they negotiate a new lease in 1966? 

i 

I 

'i 

15 

A I can't answer that -- 

i 

i 

i 

H> 

i 

Q Would that -- 

i 

i 

17 

A I don’t know. 

! 

18 

Q Would that have been -- fact, in the first 


19 

lease? 

• 

I 

20 

A In -- no. 

i 

! 

1 21 

MR. WELSH: I would like to have a copy of the 

i 

i 

• 

i 

22 

lease marked for identification as Respondent's Exhibit C. 

i 

1 

! 

23 

THE CLERK: For identification Respondent's 

! 

** 357 " 4 

Exhibit G. 


25 

BY MR. WELSH: (Resuming) 











• 
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Q As an officer of Trio Wire and CAble, could you 

* 

o 

identify this as a copy of the lease between Trio Wire and 

0 


Nassau Plastics and Wire Corporation? 


4 

(Pause. ) 


' 5 

Q Possibly, if you would look at the signature 

1 

l 

page? 


i 

7 

A Um-huh. 


H 

THF. COURT : hliat was your answer? 


') 

THF WITNESS: Yes. 


10 

MR. WELSH: Your Honor, I show a copy of this 


11 

Exhibit to the Petitioner’s counsel. 


!•> 

THF COURT : Are you offering it into evidence. 


i:> 

MR. WFLSH : And, I am now going to offer it 


14 

i 

into evidence. 

1", 

THE COURT : Is there any objection? j 

* | 

1<> 

MR. SOLOMON : No objection. 

r ** 400 

THE COURT : Admitted. 

1 

1H 

THF CLF.RK : Respondent’s Fxhibit G. 

1!) 

THE COURT : Off the record. 

j 


20 

(Whereupon, a brief off the record discussion 


21 

was held at the bench.) 


22 

MR. WELSH : Well, Your HOnor, ve have further 


24 

questions on cross -- for cross examination, but I think 


24 

that this would be an appropriate time to break. 


25 

■ 

THE COURT : Very well, we’ll recess until 

_J 
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THf CLTiRK: All rise. 

THr COT-RT: Cff the recorfj. 
r ’ hereupon, t':e hearin^ in the above was 
recessetl at 1:05 p.ni., as descrihcr? ahov'c.' 


# 
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l 

AFTF. RNOON SFSSION 



o 

BY MR. WELSH: (Resuming) 



3 

0 Mr. Kraut, in the contract, which was dated June 



4 

of 1966, June 25th, 1966, paragraph B on page 5 of the 



f) 

contract calls for a purchase price to be paid in the 


E. 

K 

following mcnner, and it sets forth in paragraph B, 



7 

S50,000.00 on or before August. lst, 1966, did you receive 



ri 

that $50,000.00 on or before August lst, 1966? 



y 

A Yes. I think that I did. 



10 

Q In what manner did vou receive it? 



11 

A By check. 



12 

MR. WFLSH: Your llonor, I would like to have 



i:< 

two documents marked for identification. Mark this 



14 

f 

as Respondent's Exhibit H. 

i 

* 

ir> 

THE CLERK: For identification, Respondent's 

| 

** 442 

16 

Fxhibit H. 

i 

€ 

1T 

BY MR. WFLSH : (Resuming) 


18 

l 

0 Mr. Kraut, could you identify your brother, 

i 


r» 

Harry's signature, and is that his signature on those 

! 


•JO 

checks? ; 


21 

i 

A Yes. 


22 

• 

Q And, who are the checks made out to? i 


23 

A The Cathederal of Tomorrow. 



24 

O And, are there two checks? 


25 

i 

A Yes. 

1 


* %*> 
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0 nf what amount*' are thev made out in? 

A $25,000.00 each. 

0 What is the endorsement on the back? 

A Pay to the order of Marion Kraut, pay to the 
order of Iris Kraut. 

MR. WELSH: Your Ilonor, I will give a copy 
of Exhibit I? to the Petitioner's counsel,aid move that 
this be adnitted as Exhibit H. 

MR. SCHFINFELD: Mav we see it? 

MR. WELSH: Yes. 

C^ause.) 

THE COURT: Is there any objection? 

MR. SOLOMON: Your HOnor, I -- I don't know 

what this is. Counsel hasn’t said anything about it. I 
object on that grounds. 

MR. WFLSH: Your Nonor, the Petitioner has 
identified the checks, and I have placed it in evidence, 
and I hope to at some point later in the trial to brinp 
about the relevancy of the checks. I think -- it is a 
check goinp from the Petitioner to the Catheder^l of 
Tomorrow, maybe you could explain -- 

THF COURT: You don*t mean from the Petitioner 

MR. WLlSH: The checks are signed by -- by one 
of the Petitioners, Harry Ki«ut. 

THF COURT: This is your theory here that the 
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t 

1 

l 

1 

• 

$30,000.00 called for on page 5 of the rontract, namely 

«) 

Exhibit 5-Fi, was actually paid for with funds out of the 

f 


corporation out of Nassau Plastics and Wire Company, and 


4 

it in effect made a round trip back to the stockholders? 


% 

5 

MR. WF.LSH: Yes, Your Honor, I hope to adduce 


♦> 

i 

testimony fron this witness or from later witnesses to 


7 

prove that point. 


8 

MR. SOLOMON: I object to the admission of 


1) 

this. This is a check from the Cathederal -- from Nassau 


10 

Plastics and Wire Company, which was a division of the 


11 

Cathederal of Tomorrow, the check is made out to the 


12 

Cathederal of Tomorrow, and payment to the Petitioners, 

1.1 

Iris and Marion Kraut. And, it is all ripht if you want 

14 

to receive it, I don't know what it is for, but that's 

15 

what this check indicates to me. 

i 

1« 

TIIE COURT: I will receive it in evidence, and 

r 17 

P 1 

I will leave it up to counsel to establish the connection 

** stD 

1 

of this Exhibit with this case. 

j 

1!» 

THE CLERK: Respondent’s Fxhihit H. 

1 

20 

MR. WFLSH: Thank you, Your Honor. 

21 

BY MR. WFLSH: (Resuminß) 


1 

Q Mr. Kraut, you were the production manager for 1 


•2.1 

I 

Nassau Plastics and Wire, how long did it continue in 

i 


*24 

business? 


•25 

ji' * * 

A From 1965 to 1969. 

i 





A. Kraut - cross 


85 


JA 104 

0 And, when did it stop business? 

A Sonetime in 1969. 

Q And, did it have any net profits in 1968? 

MR* S0L0M0N: I object, Your Honor, on the 

grounds that the year in con ideration here is 1967, and 

* 

I don't see what counsel is pettinß at. 

I 

THE COURT: The witness may answer. 

THP WITNESS: If you will show me the tax records, 

I will know, I don’t know off-hand. 

BY MR. WFLSII: (Resuming) | 

Q I don't have the tax record for the corporation, 
y°u were managinß that corporation, do you know if it had 
any net profit in that year? 

A I'm not sure. 


Q Did it have any net profit in 1969? 

A I'm not sure of that either. 

O Wher you sold Trio Wire in 1969, did the assets 
which were subject to a lease, which is the Respondent’s 
Exhibit C, did those go with Trio Wire to Larabee Wire? 

A The assets? 

Q Yes. 

A Some of them did, yes. 

Q Didn't they all j»o? 

A Some of the tooling was dis'a’-dejd. 

Q Did you keep it? 


I 

t 

é 

| 

I 

t 

I 

I 

i 

! 

I 

i 

j 
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A I don't know what happensd to it. 

THE COIJRT: Well, did you sell assets to Lara- 

bee Wire or did you seil the stock of Trio to Larabee Wire? 

THL WITNHSS: We sold -- wc -- I think that 

we sold the assets, the stock and the assets, if I an not 
mistaken. 

THE COURT: Well, that doesn't make any sense, 
if you sold the stock, that's 100 percent of the stock -- 

THE WITNESS: I don’t know. 

* THE COURT: And all of the assets that the 

corporation had, would simply R o alonp with the corporation, 
did you sell stock? * 

THE WITNESS: I am not sure whether we sold the 
stock or the assets or a combination of both. If I could 
ask my attorney, 1*11 know. 

THE COURT: You seem to he singularly uninformed 
about a business that you were theoretically running. 

THE WITNESS: I was mostly on the production 
end there, Your Honor, and I didn’t spend too much time 
with these things. 

BY MR. WELSH: (Resuming) 

Q But as of 1969 » y°u were not producing any more 
of this Christmas Wire? 

A Sometime in 1969, it stopped. 

' And, the Cathederal did not produce anvmore 


not produce anymore 


i 
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1 

of this 

Christmas w .re -- 

i 


o 

A 

I don’t - - 

! 


;« 


MR SOLOMON: Objection, Your Honor, the witness 



4 

already 

ansue ed chat sometime in 1969 they stopped produc- 

1 



ing the 

Christmas wire. I don’t know whether he could 



». 

answer for the Cathederal. 

i 


•' 


THE COURT: if the witness knows, he may answer. j 


8 


THE WITNESS: I don't know what the Cathederal 


f* 

did with 

Nassau Plastics and Wire, production stopped at 

i 


10 

208 Meseroie Avenue on Christmas wire. 

| 

i 


1! 

BY MR. WELSH: (Resuming) 

! 

1 


12 

Q 

/ ' 

Well; you were an employee of the Cathederal, 

t 


i:i 

you signed an employment agreement, right, pur S uant to 


14 

the contract? 

\ 

V> 

A 

Yes. 

t 

l.J 

t 

Q 

l 

So, you were running the business for the , 

! 


( 

Cathederal, there wasn't anybody else running it, was 


t ^ 

18 

, there? 

1 



1 * 

A 

My brother and I. 



»0 

Q 

i 

So you would know, if you stopped producing it, 



'21 

that was 

4 

it, wasn't it? 


22 

A 

Yeah. 

1 


2:1 

Q 

Okay. 


24 


! 

THE COURT: Do you know why the business 


25 

ceased? 

• 

1 

i 

i 


I 
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TME WITNESS: Yes, it stopped makinR money. 

MR. WELSH: Just one second, Your Honor. 

(Pause.) 

BY MR. WF.LSII: (Resuming) 

Q Mr. Kraut, how did you make the sale projections, 

of $10,000,000.00 which you testified to earlier? 

A By the amount of husiness that was cominj? in 
in 1966. 

0 And, how did you know this, what did you have 
on hand to indicate that? 

A A tremendous amount of orders. 

(Pause.) 

MR. WELSH: Your I’onor, that concludes our 

questioninf*. 

(Pause.) 

MR. SOLOMON: I have just one question, Your 

Honor. 

REDIRECT EXAMINATION BY 
MR. SOLOMON: 

0 Mr. Kraut, how many employees does it take to 
run an extruder? 

A One. 

O And, how many employees are needed in the type 
of extruder Nassau Plastics and Wire Corp. ran with the 
tooling that it had? 


A 



. 
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J 

A One. 


2 

Q And, how many employees did it have? 


4> 

o 

A About six or seven. 


4 

Q What were they used for? 


5 

A They ran several shifts. 


« 

MR. S0L0M0N: I have no other questions. 


7 

(Pause.) 


8 

MR. GOLDBFRO: Your Honor, I would like to * 


9 

ask a couple of questions that wero brought out on direct 


1° 

examination, but it does not particular pertain to the 

m 

11 

questions that were on redirect. 


12 

THE REPORTER: Could you stand over here? 


13 

MR. GOLDBERG: Yes. 


14 

RECROSS EXAMINATION B/ 


15 

MR. GOLDBERG: 


16 

Q Mr * Kraut, when did you -- when did you first 


17 

start to develop the Christmas wire? 


18 

A In 1965. 


1!) 




Q Was it done under the auspices of Nassau or 

* 

20 

the Christmas Wire Company? 


21 

A Nassau. 


r 22 

Q Nassau. Did you use any of the production 


23 

techniques that were used in the prior corporation of 


24 

Christmas -- at all? 


25 

A These were completely new techniques. 





\ 



1 
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21 


22 

2M 


24 
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0 These were completely new techniques. There 
is a leasc in evidence executed in June of 1966, from Trio ' 
for the one piece of equipment, I think at a fixed rate 

1 

j 

of $6,000.00 per year, prior to that time from June -- 

•; , i 

from July 1, of 1965 through May 31, 1966, whose equipment ^ 
did you use to manufacture the wire? 

1 

i 

A l\ r e were utilizing that piece of equipment that 
was leased. 

I 

i 

0 The former lease was executed in June, and you 
were using it on a full hasis prior to that point? 

: . I 

i I don't recall, but that machine was idle and 

I 

j we were utilizing it. Now, i don’t know whether it was ! 

j ! 

leased at that time or whether the lease that you have there' 

I . : 

is the one that was covering it, but we were utilizing 

! 

that piece of equipment but using our own frame of tooling 
I : 

' on it. j 

j 

I 0 You stated in the record that you had projected 

j 

sales of approximately $10,000,000.00, back in -- sometime 

( 

in 1965 or 1966 for this particular wire -- 

A Profits. 

Q Profits of $10,000,000.00, which would mean i 

! 

a higher -- which would mean approximately a substantial ' 
increase in the amount of sales, total volume to get that 
profit? 

i 

A That's correct. 


7 


v 
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Q Mow come all of a sudden, by 1969, or even before! 

| 

then, things sort of fell out of the market, the bottom 
dropped out? 

A Well, that is very easily explained, the people 
who manufactured those sockets that were creating a tremen- 
dous amount of rejects improved their technique, improved 

t 

their production quality, and most of all the customers , 

I 

began importing the type of wire -- the type of sets that i 

i 

they were manufacturi from Japan, cheaper than they could 

i 

make it here themselves. So, the demand fell off consider- 

i 

ably there too. [ 

Q hTiat were the two greatest years of volume in 

i 

sales for Nassau? Would you say 1966 -- and 1967? 

A 1967 I would say was the best, yes. 

Q Was the btsst. And, after that things sort of 

went down rapidly? 

A Yes. | 

♦ 

i 

0 And, when did you terminate your employment? 

! 

A We didn't, the Cathederal terminated it. 

Q The Cathederal terminated your employment, is 

that when -- ! 

■ 

i 

A It was sort of mutual, I suppose. * 

i 

Q Mutual. What had happened, I guess the business 

: 

sort of folded up? 

i 

A There was no -- no profits. 
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1 

THP COURT: V,'ere you replaced by somebod >■ else? 

i 

3 1 

THF WTTNESS: I don’t know what they did with 1 

! •> 

j 

thc buslness, Your Honor. 

4 

THE COURT: Well, the business was conducted 

7 i 

! •> 

» 

in the premisis adjacent to your Trio Corporation? 

*p 

THF WITNESS: Yes, but all production stopped 



* 

there. 

h 

j 

THF COURT: All production stoppped at that 

:» 

address? 

i 

10 

1 

THE WITNESS: Right -- that's correct. i 

i 

11 

THF COURT: What assets, if any did it have 

12 

left at that point? 

i* 

THF WITNESS: 0h, just the tooline pretty much, \ 

: 1 

that’s all, everything was sold off. 

? ,) 

THE COURT: What -- what was the tooling worth 

i<; 

at that point? 

17 

THF WITNESS: Ah -- since it wasn’t used anymore 

"p ^ 

in this -- you know, it wasn't necessary to utilize this 

1!» 

particular type of plastic, maybe $500.00, or $1,000.00, , 

20 

I don't know, maybe junk. • 

i 

21 

THE COURT: Trio continued to own the machine -- j 

22 

the basic machine? 

2:1 

i 

THF WITNESS: Yes. 

1 

24 

THF COURT: And, did Nassau have any other 

i 

23 

assets -- any tangible assets such as cash or -- ah -- 1 


i 
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or anything of that nature? Or substcmce? 


1 

THE WITNESS: I think that everything was liqui- 



dated, but I am not positive. There was nothing left 


4 

when it was all over with. I don’t recall now what happened 


- 

» 

« 

to it. You are asking me something that I am not sure of. ! 

i 

t» 

I 

TIIE COURT: Well, to the extent 'hat you know. 


. i 

lts assets were negligible at that point? 

t 

8 

THE WITNESS: Yes. Yes. 


J 

BY MR. GOLDRERG: (Resuming) 


10 

Q At the time of the purported sale to the 

11 

i 

Cathederal of Tomorrow, I am looking at schedule L attached 

12 

to the tax return for 1965, I don't -- 

1 " 

THE COURT: Exhibit 3-C. , 

* ! 

>4 

BY MR. GOLDBERG: (Resuming) 

i 

15 

Q Exhibit 3-C, the only depreciable asset is an 

i<; 

automobile, that carried on the corporation's tax return -- 

! 

17 

as $153.43, so the corporation had no fixed equipment, it 

i 

1H 

was leasing the extruder you say from Trio -- 

1 " 

i 

A Right. 


: ! i 

THE COURT: Where do you see this automobile, 

2 i 

Mr. Goldberg? 

■ 

22 

! 

MR. GOLDBERG: It would appear on the depreciatioijj 

2-1 

schedule, Your Honor, schedule G on page 2 of the return, 

24 

at the bottom, -- the depreciation. 

1 

25 

THE COURT: I see. 

t 
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MR. GOLDBERG: That's the only tangible fixed 


asset. 


THF. COURT: And, that is shown with a cost 

basis of $2,181.00, and then on page 4 of Exhibit 3-C, 
line 8, there appears to be an identical figure, I take it 
that that was the automobile on the page 4? 

THE WITNESS: I don't know, Your Honor. 

THE COURT: What was the automobile used for? 

THE WITNESS: I suppose for selling. 

THE COURT: But it was not used in production? 

THF WITNESS: No. 

THE COURT: So, that the only item that was used 
in production was the extruder? 

THE WITNESS: Yes. 

THE COURT: And, that was owned by Trio? 

THE WITNESS: Correct. Oh, the tooling besides. 
BY MR. GOLDBERG: (Resuming) 

Q Was the tooling owned by Trio? 


0 Well, I don't see any assets -- depreciable 
tools and equipment here on the schedule of assets? 

A It was there, I don't know -- you know, I didn't 
--I don’t know what the -- why it is not there. The 
tooling was there. 

Q Who operated -- who owned the premisis of which 


. 
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I 

i 

1 

-- which you were operting out of? 


<* 

A They were rented. 


»j 

•5 

Q Rented. From whom? 

1 

! 

4 

A An Esther (phonetics) Hurwitz. 


5 

THF REPORTER: Could you spell that name, please? 

i 

ti 

THE WITNESS: H-u-r-w-i-t-z. 


7 

BY MR. GOLDBERO: (Resuming) 


8 

Q So, as I gather Nassau Wire had -- did not own 


Ö 

the building in which they were manufacturing out of, and 


10 

did not own machinery and equipment from which they were 


11 

making the wire? 

1 


1 .! 

THE COURT: The witness is nodding his head 


1 ! 

in the affirmative. 


14 

THE WITNESS: Yes. 

i 

15 

1 

MR. GOLDBERG: Yes. I have no further questionsi. 

j 

1 <J 

FURTHER REDIRECT EXAMINATION BY 

17 J 

MR. S0L0M0N: 

i 

18 

1 

Q One further question, Mr. Kraut, could -- could j 

j 

1 !» 

1 

i. leased machine operate as efficiently as an owned machine,i 

L'O 

and could it produce wire the same as this as if Nassau 

21 

Plastics and Wire owned it? 

22 

t 

1 

A Absolutely. 

23 

1 

Q Is a machine -- if Nassau Plastics and Wire 

24 

decided to buy some machines as they went along, would therej 


25 

have been a problem in buying that type of machine, are they| 

i 

i 

_i 
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A None whatsoever. 

MR. S0L0M0N: No further questions. 

: 

MR. GOLDBERG: I have no further questions. 

MR. SOLOMON: Your Ptynor, that’s the Petitioner's; 


case. 

CWitness excusecl.) 

MR. WELSH: We have one witness, he is just 

outside in the hall -- 

THE COURT: You may call him. 


(Pause.) 

MR. GOLDBERG: Your Ilonor, at this time the 
Respondent would like to call the Reverand Rex T. Humbard 
of the CatheJeral of Tomorrow, as the Respondent's witness. 

THF CLERK: ivaise your right hand, please. You 
do solemnly swear that the testimony you are about to give 
to the Court in this case, shall be the truth, the whole 
truth. and nothing but the truth, so help you God? 

TIIE WITNFSS : I do. 


•_>o 


2) 

__ 

2't 

24 


25 


name? 


THF CLERK: For the record, may we have your 


t 

t 


THE WITNFSS: Rex T. Humbard, H-u-m-b-a-r-d. 1 

j 

THF CLERK: And, your address, please? 

THE WITNFSS: 2700 State Road, Cuyahoga, C-u-y-a- ' 

j 

h-o-g-a, Talls, Ohio. 
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1 

R E X T . H II M B A R D, called as a witnsss on behalf 


« 

1 

of the Respondent, having been duly svorn, took the stand, 


:< 

and testified as follows: 


4 

DIRECT EXAMINATION BY 



» 

MR. nOLDBERn: 



«i 

0 Rnverand Humbard, would you please tell the 

1 


7 

Court what your profession is? 



b 

A I'm a minister and pastor of the Cathederal 



9 

of Tomorrow, in Akron, Ohio. 



10 

0 And, what do your duties comprise? 



11 

A First of all, I pastor a church. Also I do 



] ' 
i — 

. 

a worldwide television proßram on more than 350 television 



1t 

stations. I also travel quite extensively in speaking 



14 

and meetings throughout the United States and Canada. We 



15 

also support a worldwide missionary program from the 

l 



i 

1(i 

Cathederal of Tomorrow. 



37 

1 

THE COURT: Can you state for the record what ; 

i 


18 

the Cathederal of Tomorrow is? 


]0 

THE WITNESS: The Cathederal of Tomorrow is a 


-’O 

1 

religious corporation for the proclaiming of the gospel 


21 

of Jesus Christ, located in Ohio, incorporated under the 


22 

laws of Ohio, as a religious non-profit organization. 


23 

THE COURT: Does it have a membership? 



24 

THE WITNESS: Oh, yes. We have over 5,000 seat^ 



25 

on one floor. We have eleven associate ministers. We have 

i 

i 

_ _ è I 







t \ 

♦ 

• ' 0 * 

- 


%, ‘ 
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l 

Sunday school, youth groups, church, as any ordinary church, * 




we are a little bit larger, but other than that why we i 



•j 

1 

televise the church service once each week on these televi- j 

✓ 


i 

s^.on stations. j 

. 

• 

j 

TilH COtJRT : Thank you. 

' * 

tâ 

K 


BY MR. COLDRElir.: fResumi nR ) 

» * 



7 

Q Reverand Humbard, I’m yoinn to ask you some 



s 

background questions surrounding this transaction, in 




particular. Who tid you deal with in New York in arran?,- 



i') 

ing this saleV i 

» 



n 

A We had employed, with anothcr transaction pre- 



M 

v ing this one, management methods here in New York, as 



1 * 

°ur P ee Ple who would take care of the organizations that ; 



14 

we had from a business standpoint, legal standpoint. , 



1 P | 

i 

Q And, what did manajrement methods do for you? 



* /t 

.*# , 

i 

A First of all they jjave me lepal advice, and 


f 

17 . 

i 

second of all it took care of the business that was needed j 



:v ! 
i 

to be transacted, between our orpanization and these or- 



1!* i 

i 

Ranizations that we had, our own. 



»> 1 

Q I see. Prior to the deal involving Nassau 

• 



Plastics and Wire, did you -- you said you had a prior 



•>.» 

dealing with management methods, wh«Ä type of arrangement 



2't 

was that for? 



24 

A Wel1 » we had heen approached by Mattie Mattson 



25 

ln Cleve l and » i n regard to taking ownership and purchasing 




i 



w • • 
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the Real-Form Girdle Company, and it was located here in 
New York, so we needed someone who was on the scene to take 
care of our mpnaRement organization when we purchased it, 
and at that time wt employed Manapement Mcthods, and asked 
them to become our leßal counsel, also to work with these 
organizations so that I could preach and they would run 
the business for us. 

THE COURT: What is Manaqement Methods? 

TIIF WITNESS: Well, I don't know what all they 

do, but Management Methods for me was my legal counsel. 

THF COURT: Was it a corporation? 

THF WITNESS: I'm sure that it is, yes. 

BY MR. GOLDBEnC: (Resuming) 

Q IVho did you deal with in Management Methods? 

A Mr. Eugene Cobert predominantly. 

THE REPORTFR: Could you spell it for the 

record, please? 

THE WITNESS: Lugere, C-o b-e-r-t. 

THE RF.PORTER: Thank you. 

BY MR. GOLPBERG: (Resuming) 

Q Did Mr. Cobert arrange the -- the purchase by 
you of the girdle company? 

A No, the arrangement was brought to me from a man 
named Mattie Mattson from Cleveland, hut I needed Hew v ork 
counsel, and so we searched out, and found them to represent 
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And, when did Mr. Cohert come to you with the 


Nassau Plastics and Wire deal? 


A I believe that this came into the picture in 

1966, if I recall the year, I : m not nositive, but I think 
i t wa s - - 

l 

Q Under what circumstances, do you remember? 

A ^ell, they were already takinR care of two 

other org* , nizations for us. It was presented to us and 
came through them to us, because they were managing our 

I 

organizations. 

i 

0 IVhat was your understanding as to what Nassau 
Plastics and Wire was, what tyj)e of company was it? 

i 

l 

A w ell, Nassau Plastics and Wire was a manufactur- 

ing company, or the pa t that we were involved in was mainly 

/ 

distribution. 

Q In distribution? 

A Yes. i 

Q So in other words, you purchased in effect a j 

sales company? 

A A sales company, and a distributing company. ; 

THE COURT: Now, let me see if I understand j 

this. Did Mr. Cobert iniliate the transaction as far as 
you were concerned? 

• i 

THE WITNESS: Really, I can't -- I’m sorry, 








■• f mSamrw m r r ^MJrr 
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n0t l ° be abU t0 answer that specifically, I- m not sure j 

') 

that he originated it, but he aiready was employed by our 

;« 

organization to take care of two other companies we had. 

4 

One was Real-Fo™ Girdle. the other was the Unity Fiectronicsi 
so when this came into the picture, naturaily I relied upon i 

> 

» 

h “ t0 l0 ° k int ° thiS P art icuiar organization before we ever 

7 

really got involved. 

S 

Tim COURT: But, you say when this -- 

| 

;i 

THE WITNESS: Because we had employed him to j 

70 

iiandle our organizations of this type. 1 

i J 

THt COURT. Well, you used the word, when this i 

i _* 

came into the picture. what initiated it as far as you were | 

14 

concerned? 

1 » 

15 

70 

17 

THP WITNFSS: I'rn sorry, I don't -- I reaily don't , 

■cnow who brought this, I do know that Mattie Mattson brought 

Reai-Form Girdle, I'm not positive - and he brought Unity 

Electronics, a Cleveland man, Pm not sure just who originated : 

1!» 

20 

, 

this, but I do know that I called upon Mr. Cobert just like I ' 
did with Unity when it came in the picture to look into lt 

before we ever S ot too deeply involved. So, how it came 

about I really can't tell y 0u . 

22 

24 

24 

BY MR. GOLDRERG: fResuming) 

■ 

Q Reverand Humbard, but you did not go directly to 

the Krauts, did you’ 

i 

25 

A No, my dealings was all through my counsel, which j 


A 


v. / 


/V> 
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was I-upene Cobert here in New York on all these companies. 

Q Am I correct in assuming that he came to you with 
this particular transaction? 

A I would say that he presented this to us in 
detaii, because we asked for details before our trustees or 
anyone ßot involved. 

Q All right. Was the contract terms in this 
particular case similar to the ones in other transactions 
that Mr. Cobert handled for you? 

MR. SOLOMON: Objection, Your Honor, that's 


I 


irrelevanL and immaterial. We are talking about Nassau 
Plastics nnd Wire Corp. and I don't know what it has to 
do w;th any othe’* matter. 

THE COURT: If counsel can make anything out 
of it, I won't deprive him of the opportunity, the witness 
may answer it. 


THE WITNESS: Would you restate your question, 

j 

please? 

BY MR. GOLDBERG: (Resuming) 

Q Was the format -- the floor and ceiling price 
of $S00,000.00 or $3,500,000.00 the same in this particular ; 

i 

I 

i 

transaction as it was in the prior transactions? 

i 

A I would imagine that we would have to get the 
records from Mr. Cobert, which are available to really get 
specific details like you are talking about. 
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I 

0 Rut, in the other transactions like this one, 
wns there a range, an open floor and ceiling type of 
arrangement? 

A You mean a minimum and a maximum price? 

i 

Q Yes. 

A Yes, I'm sure that there was. 

Q I see- Oo you renember whether the Cathederal ; 

actually put auy casli into this business in the sense of ( 

! 

a downpajmcnt or investment in any one of these -- in this j 

! 

particular business, the Nassau Plastics and Wire? 

A I don't think that we invested a lot of cash 

i 

k 

in any of the organizations that we had, sir. 

i 

THE COURT: Did you invest anything in the 

i 

Nassau Corporation? 

* I 

THfi WITNESS: Judge, I'm -- I might say that 

i 

we invested some time or some attorney's fees or some 
management fees, befcre it came into existance, but I 

| 

doubt very seriously that our organization advanced large 

i 

amounts of cash for any of the -- 

; 

THE COURT: Did you invest anything -- did you 

| 

pay anything to the sellers? 

I 

THE WITNESS: Yes, sir, there was downpayments, j 

I 

but that downpayments I’m sure came from a portion of our , 
profits. And, may I clarify that for you, in the case thafl 

i 

I am familiar with the first or.e, for the simple reason thafl 
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there wo: a lot of resenrch done on it, before we estah- 
J i shed the fact. that we would even go into a negotiation of 
t.iis kind, that a portion of our profits that we were to 
share in that first ten years went to the downpayment, in 
the orißinal Real-Foim Hirdle Company^ and I'm sure that 
this probably followed the same pattern. I would have to 
Ret the papers to look at it thouph to really search and 
see. 

llin COURT: Well, the contract which was signed, 
and which is 5-r in evidence, provides on page 5 for a 
payment of $50,000.00 on or beforc August the lst, 1966, 
and tb.-n for the balance to be paid periodically out of 
earninjs. Uid the $50,000.00 that was paid on August 
the lst, (if:, come in any part from anv free assets of the 
Cathederal or did it como rather from the assets of Nassau 
itself? 

Tliri WITNESS: I wouid have to check that, but 
I would imafjine, as my urdf rstanding is, Your Honor, that 
if we made a profit from this, we probably paid our dowm- 
payment from this too. That was the case in the original 
and I might also add -- 

TIIF COURT: This is not my question. My question 
is did any of that $50,000.00 come from any free assets of 
the Cathederal or did it rather come in some form or other 




t 
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1 

TIIE WITNESS: It would have had to have come 


2 

from profits, sir. 


3 

THE COURT: Of Nassau? 


4 

THE WITNESS: I'm sure that it would have to 


5 

come from -- 


(i 

THE COURT: But, it did not come from -- from 


7 

any free asset of the Cathederal? 


8 

| 

THE WITNESS: I’m sure that it didn't. 


9 

THE COURT: In other words the Cathederal -- 


30 

THE WITNESS: Because none of these -- 


11 

THE COURT: In other words the Cathederal of 


12 

itself, was not putting up any money towards the payment 


13 

of the purchase price, other than funds that would have come 

1 

14 

from the corporation of itself, that was being acquired? 

i 

15 

THE WITNESS: I'm sure that that would be the 


1C 

case, but I -- I can't say with Nassau, but I can say with 


17 

Real Form, and it was the one that we researched. 


j 18 

THE COURT: Well, now the question here is -- I'm 


19 

asking you about Nassau. 


20 

THE WITNESS: I would have to get the documents, 


< 21 

and look, but I am sure that the Cathederal of Tomorrow did 


22 

not contribute its contributions toward any of these business 


23 

organizations, by donors, I mean people that donated gifts 


l 24 

to the Cathederal of Tomorrow. These would have to stand 


1 25 

upon their own two feet. 

. m 
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MR. GOLDBERG: I would like to have marked, this 

letter of October 13, 1966, to mark it for identification 
as Respondent's Exhibit I. j 

THE CLERK: For identification, Respondent's 

j 

Exhibit I. 

BY MR. GOLDBERG: fResuming) 

Q Reverand Humbard, I show you a letter of Octo- 

( 

ber 13, 1966, written to you from Eugene Cobert forwarded 
to you, two checks for $25,000.00. I would like you to 

i 

look at this letter, and see if this refreshes your recoll- I 

i 

ection as to the payment -- the down payment? And, I 

* 

call your attention to paragraph 2. 
fPause.) 

MR. SCHEINFELD: Mr. Goldberg, do you have a i 

copy of that letter? 


MR. GOLDBERG: Yes, we offer it into evidence 


we would like -- 

THE WITNESS: Did you have a question, sir? 
BY MR. GOLDBERG: (Resuming) 

Q Yes, did you receive this letter from Mr. 
Cobert? 


i 

i 


i 


i 


i 


A Well, now in 1966 I have no recollection but I 

I 

am sure that we must have received it, it is addressed to 

I 

me, and I'm sure that it is in Mr. Cobert's files, and 

i 

the files that we kept on these companies. I'm sure of that.; 
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Q And, didn't this letter transmit to you two 
$25,000.00 checks, and had you endorsed them over and 
turned them back to the shareholders of the Nassavt Plastics 
and Wire Corporation? 

A The letter states that, I have no recollection | 
of it from 1066, so many things have happened, that our 

I 

files should reveal whatever transpired. j 

MR. COLPBERG: Your Ilonor, I would like to offer 
this into evidence as Respondent's Fxhibit I. 

MR. SOLOMON: Well, I object to the offering ^ 
of this document. The Reverand doesn't remember receiving j 

I 

it, and it is a photocopy, and I don't think a proper foun- j 
dation has been laid for that letter. 

I 

MR. GOLDBERO: Your Honor, this -- letter was 
written to the Reverand by Mr. Cobert -- ! 

f 

THE COURT: Off the record, I would like to I 

see counsel at the ben'-h. 

(Whereupon, the hearing in the above went off 
the record and was recessed as described above, at 3:15.) 

MR. COLDBERG: I -- Your Honor, I would like 

I 

to call Reverand Humbard back to the witness stand. 

Pursuant to an agreement of the parties in 
your chambers, at this time the Respondent would like to 
offer into evidence Respondent's Exhibit I, a letter dated j 
October 13th, 1966, from Eugene Cobert to Reverand Rex 







4 
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*$ 
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Humbard, are there any objections? 
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MR. S0L0M0N: No objections. 

THE COURT: It will be received. 

THE CLERK: Respondent's Exhibit I. ! 

! 

BY MR. GOLDBERG: (Resuming) I 

i 

Q Reverand Humbard, who managed the business after j 
the Cathederal took over the operations? 

A Management Methods was employed and Eugene 
Cobert as legal counsel to manage the business. 

Q And, the Krauts entered into employment agree- 
ments with the Cathederal of Tomorrow, also? j 

A I'm sure that a number of people, including | 

I 

them, to continue the business. 

! 

Q Fine. Did the Cathederal have any direct 
supervision over the business after they took it over, 

j 

I mean, did you come to New York to discuss financial 

I 

arrangements and production problems? I 

A Anytime that Eugene Cobert needed a decision 

J 

on anything tha 1 wasn't already decided, we either -- one 
or more of our trustees came in, myself or one of the trustecs 
to consult with him before anything was changed other than 
what had been laid out before. 


operating? 


What happened -- when did the business cease 


I would have to check the records, sir, it -- lik< 


9 
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I told you today, I haven't seen the records in years. 

T° the best of ^y recellection, it was around 1969, though. 

Q happened to the assets of the business 

at that time? 

A In the original agreement, if we were to dis- 
pose of it, it was to be sold to an outside party or 
revert back to the original owner. 

Q Did it revert back to the original owner? 

A I believe that it did. 

TKE COURT: There was testimony earlier that 
the assets were -- as I recall were minimal at the point 
that the business ceased operating, could you either 
confirm or -- 

THE WITNESS: When we -- 

THE COURT: Or qualify that, please? 

THE WITNESS: Yes, when we went through the 

plant before we purchased it, it was taken raw wire and 

coating it, which was a very unusual procedure, I had 

never seen one like it, and it was coating this wire with 
$ 

whatever plastics that went on the outside of an electrical 
wire, and then in many cases, it twisted it into Christmas 
tree lights and things of that nature, that was the type 
of equipment that was in the plant. 

THE COURT: Well, I am asking you whether at 
the time the business ceased operating, whether itsassets 
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1 

were anything other than nominal? 

2 

THE WITNESS: No, just the sraall equipment that 

3 

we had in these buildings -- 

« 

THE COURT: Was it of nominal value? 

.» 

THE WITNESS: I -- I would say so. 

(i 

THE COURT: Now, one more item of clarification, 

7 

as to how the business functioned after the Cathederal 

8 

acquired its interest under the so-called purchase arrange- 

9 

ment of June, 1966. I think that you have testified that 

10 

-- something about Management Methods, and Eugene Cobert 

11 

bemg in charge, well were they in charge only in the sense 

12 

that they were supervising the Krauts who continued to manage 

13 

the business, the immediate men who continued to function 

14 

in the immediate control and operation of the business? 

15 

THE WITNESS: My understanding of the way that 

10 

this was supposed to operate, Mr. Cobert we had employed 

17 

along with Management Methods to set up a management corpora- 

18 

tion, and he was to supervise it in our behalf. 

19 

THE COURT: But apart from the supervision, 

20 

the actual running of the business, -- 

21 

THE WITNESS: Was done by the management company. 

22 

And, Cobert was to supervise the management company. 

23 

THE COURT: But, did the management company have 

24 

personnel that were present at the plant on a continuous 

25 

basis running this operation? 
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THE WITNESS: Yes, sir. This was a company 


that -• 


THE COURT: This was not my understanding of 


the testimony of Aaron Kraut. If the parties have other 


another view of this matter, I suggest that they place it 


before the Court. 


MR. COLDBERG: We have no futher witnesses, 


Your Honor. It is the Government's understanding based 


upon Mr. Kraut’s testimony that he and his brother actually 


managed the business, under employment contracts that 


were executed between the Cathederal and themselves. 


THE COURT: I would so tend to contrue the 


testimony, and -- and, -- ah -- I would treat it as con- 


sistent with this witness’s testimony only in the sense 


that the management -- that the Management Methods outfit. 


whatever that was, and Mr. Eugene Cobert exercised a kind 


of supervisory power over the Krauts, but that the Krauts 


were themselves the persons who ran the business. Do you 


have any -- any basis at all for any judgment that this 


was not the case? 


THE WITNESS: The only way that we could be 


engaged is to have proper people to run it, whe*her it was 


them or someone else, or we would not have accepted that 


responsibility. 


■»i 


25 


THE COURT: And, by them you mean the Krauts? 
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THE WITNESS: Well,whoever Cobert saw that 
would run it. You must remember that we had other companie« 
as well, and Cobert was employed to oversee them. One 
company employed over 400 people. We couldn’t be directly 
involved. He was directly involved to see that the organi- 
zation was run by whatever persoanel could best run it. 

And, I would imagine that the people who had been manufact- 
uring the wire,it would be rather foolish for us to get 
outside people who had never coated this wire, and never 
helped in the wire, so we wanted the best that we could 
get, if we had anything to do with it. 

THE COURT: So, that the prior management was 
continuing as before, but under the supervision of Mr. 

Cobert and the organization that you referred to as Manage- 
ment Methods? 

THE WITNESS: Yes, sir. 

THE COURT: That's your understanding? 

THE WITNESS: Yes, sir. 

THE COURT: Thank you. 

CROSS EXAMINATION BY 
MR. SOLOMON: 

Q Reverand, just one question, if I may, you 
stated in your testimony that you 'iad occasion to visit 
the plant, and look at the manufacturing process, just a 


noment ago? 


25 
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A Yes, we visited it before we agreed to ro into 
a purchase of it. 

Q Before you agreed to go into the purchase of 
Nassau Plastics and Wire Corp. stock, did you ever have 
occasion to discuss the potential of the business of Nassau 
Plastics and Wire? 

A Potential -- in what -- 

Q Potential -- the production of income, sales, 

etc? 

A Well, mainly this was presented to our Board 
of Trustees by Mr. Cobert. 

Q And, based upon the presentation by Mr. Cobert, 
of a projection of whatever financial information he pre- 
sented at that time, I assume income, profits and sales , 
your Board of Trustees consented to your acquisition of 
-* or voted to acquire Nassau Plastics and Wire Corp? 

A Our Board of Trustees, none of us were paid, 
so the only thing chat we are interested in was pro*ulgating 
our gospel, our message, our youth groups, and things of 
this nature, so if this helped us in bettering our program 
of servi^g our local people, and our worldwide people, then 
we were interested, and when it was presented it looked 
like a good case for us, and that's why we accepted. 

MR. S0L0M0N: Thank you, no further questions. 

MR. GOL^BERG: The Government has no further 


questions. 
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THE COURT: You may step down. 

THE WITNESS: Thank you, sir. 

(Witness excused.) 

THE COURT: Is there any further evidence to 
be presented? 

MR. GOLDBERG: The Government has not further 
evidence, Your Honor. 

MR. SOLOMON: The Petitioners have no fui «.ner 

evidence. 

THE COURT: Very well, the case is submitted. 

And, I will ask for opening briefs in 45 days, and reply 
briefs 30 days thereafter. 

MR. GOLDBERG: I request 60 days for opening 
briefs, Your Honor. 

MR. SOLOMON: Oh -- 

MR. GOLDB'RG: And, then 45 days for reply, 
if that’s all right with the Court. 

THE COURT: Well that's too long a period. 

Can the Petitioners get their briefs in in 45 days? 

MR. SOLOMON: Yes, sir. We could get it in 

within 45 days. 

THE COURT: Opening briefs in 45 days, reply 
briefs 30 days thereafter. 

MR. GOLDBERG: Can the Clerk give us the dates. 


Your Honor? 
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rilE COURT: The Clerk will give you the dates. 

THE CLERK: One moment, please, Your Honor. 

Those dates, Your Honor, are December 27th, 1973, and 
January 28th, 1974. 

MR. SOLOMON: Could you -- that was 12-27 -- 

THE CLERK: That’s correct. 

MR. SOLOMON: 1973. 

THE CLERK: And, 1-28. 

MR. SOLOMON: 1-28-1973. 

THE COURT: Thank yc.., gentlemen, the Court is 

adjourned. 

MR. SOLOMON: Thank you, Your Honor. 

MR. GOLDBERG: Thank you, Your Honor. 

ClVhereupon, the hearing in the above '/as adjournec 
at 4:40 as described above.) 
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7664-70 


STIPUIATION OF FACTS 


The parties herèby stipulate and agree that for the purpose 
of this case the following facts and exhibits attached hereto and 
made a part hereof may be taken a r true svibject to the rights of 
thë parties to introduce other and further evidence not inconsistent 
with this stipulation and preserving the parties' rights to object, 
at the time of trial, to any and all portions of said stipulation 
and attached exhibits, as they may deem to be irrelevant or immaterial. 

1. The petitionërs Aaron Kraut and Iris Kraut (Docket No. 
7663—70) at the time of the filing of their joint federal income tax 
return for the year 1967, and at the time of the filing of the pe- 
tition in the docket case, resided at 315 Virginia Avenue, Oceanside, 
New York. The aforesaid return was timely filed with the District 


* V... 
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Director of Internal Revenue for the Brooklyn, New York District. 

A copy of said return is attached hereto as Exhibit 1-A. 

2. The petitioners Harry Kraut and Marion Kraut (Docket 
No. 7664-70) at the time of the filing of their joint federal in- 
come tax return for the year 1967, and at the time of the filing 
of the petiticn in the docket case, resided at 56-07 Fresh Meadow 
Lane, Flushing, New York. The aforesaid return was timely filed 
with the District Director of Internal Revenue for the Brooklyn, 

New York District. A copy of said return is attached hereto as 
Exhibit 2-B. 

3. Nassau Plastics and Wire Corp. (hereinafter referred 
to as Nassau Corp.) was incorporated in the State of New York in 
1965. A timely federal income tax return was filed for the taxable 
year ending June 30, 1966. A copy of said return is attached hereto 
as Exhibit 3-C. 

4. As of June 1966, the total shares of stock of Nassau 
Corp. were owned by two of the petitioners as stockholders as follows 

Common stock no par value 

Iris Kraut 100 shares 

Marion Kraut 100 shares 

5. The Cathedral of Tomorrow, Inc. (hereinafter referred 
to as the Cathedral), during all of the years in question herein, | 
was and is a non-profit corporation with offices at Cuyahoga Falls, 
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Ohio. Said corporation is an exempt organization under the pro- 
visions of Section 501(c)(3) of the Internal Revenue Code of 1954. 

6 . On May 31, 1966, petitioners Marion Kraut and Iris 
Kraut (hereinafter referred to as shareholders) entered into a 
contract with Wilson Mold & Die Corp. (hereinafter referred to 
as Wilson). A copy of said contract is attached as Exhibit 4-D. 

7. On June 15, 1966, the Cathedral, as assignee of Wil- 

son, and the shareholders executed an agreement for the sale of 
the capital stock of Nacsau Corp. A copy of said contract is 
attached as Exhibit 5 -E. “H\e^ 4Vu*s 

n ^ ree- asoJü^ of tta. Cojs'Dl of ocauveX r-o 

0 # on June 25, 1966, the capital stoch of Nassau Corp. 

was transferred to the Cathedral in accordance with the aforemen- 
tioned agreement, and Harry Kraut and Aaron Kraut signed employ- 
ment agreements with the Cathedral. Copies of said agreements are 
attached as Exhibits 6 -F and 7-G, respectively. 

9. Pursuant to the aforementioned agreement, the Cath- 
edral made payments to the shareholders in the amount of $147,500 
in the year 1966. Each of the shareholders reported the 1966 col- 
lections on their 1966 United States income tax returns under the 
installment method. The collections of the sales price in 1966 
of $147,500 less expenses of $8,837.50, which were primarily brok- 
ers' commissions, were reported by each shareholder in the amount 
of $69,331.25 as a long term capital gain. 
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y 

10. In 1967, pursuant to the aforementioned agreement, 
the Cathedral made payments to the shareholders in the amount of 
$1,268,275. After deducting expenses, which were primarily brokers' 
commissions, each shareholder reported on their 1967 United States 
income tax returns the receipt of the net amount of $606,416.47 as 

a long term capital gain. 

11. Upon the merger of Nassau Corp. with the Cathedral, 
Article Third of the aforementioned contract,called for the creation 
of a separate "operating unit or company" referred to as Nassau 
Plastic & Wire Company; said operating unit was the successor to 
the business of Nassau Corp. 

12. Each of the petitioners filed his United States tax 
returns using the cash basis method of accounting. 
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^Eor Petitioners 



Internal Revenue Service 
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Fetitioner»’ Exhibit 1-A 

U.S. Indivfnual U.S. frMMiry OtpirtmMl, lntorn.l Itov.nu. Scrvle. 
Income Tax Return for th« y.«r J»nu«ry 1 -D»c»mb«r 51 , 1967 , 


~ or oth«r t«»«bl« y««r btl nnlng --—. 19 67, »ndlng- 

flnt MfM «*4 biitiil (II i«i«t ratant. ■» flrat n«m« «Ml «titfdit initial. «I toth# Lnt n«m« 

AfiäOA/ Avb A 

H*m* «dtfrra (Ni«ntor »nd »tr««t or rural rout»> 

_ 3/tfT rh>£. _ 

Ot». tmmr m pnt olflc«. >nd St»t» zir 

_ ÖC.&41/S _ A' y ^ // 

Cntm tolow n«nw and tdtfrra into M ywr raturn tor lu^« (il wm* «> «tora. writo "$»m« ,, >. II dmi lilatf. (iw rraon. 
Iram toparat» to >»i»t or Joint to upmto ratumt, «ntor 19M namra »ntf »Cdrrat». £ yy 

Your pr«»«nt «mpl oyar «nd »dtfr»»» __ _ ' _ 

SpouM'» p rawnl «mploy«r «nd »ddr»»». If (oint r«turn 

Your Filing Status—check oniy one: Your Exemptions Regi 

la □ Single 2« Yourself . . . 

lb B^Married filing Joint return (evwi if only on« htol Incom.) 2b Spouse . . . 


67 


A 


AuB. 


zir cod« 

//rns/ 

wim. II chaniinf 


Vour aoclal »acurlty numbar 


o£7 1 /<F\ qyy ; 

YotM OCCVjMÜM 


SpmM'» Mdal lirari t» M 

/Q3 foo { O 

SpouM'» occopitia» 


lc □ Married filing se'parately. I» spouse is also filing a returly 
r enter her (his) social aacurity number in spac provided above 

and glve fiist name hero_—-—.... 

ld □ Unmarried Head of Household 

le □ Surviving widow(er) with dependent child_ 


Your Exemptions Regular 65orover Blind 
2a Yourself . . . □ □ 1 number 

2b Spouse ... \st □ □ j check«?I 

3a First names of your dependent children who llved wlth 
vöu ft/e* K~ATi\ i 


Entor 
numbcr 
of boxm 
ch*ck»d . 


you ___ 

Entor 

........numbcr b 

3b Number of other dependents (from page 2, Pait I, lina 3) 


Total exemptions daimed 


.3i\ 

4 \ 


J lncome 
If Joint re- 
tum inciude 
cp all Income 
i of both 
c husband 

o >n(l wl< * 
t Findtu 
% tromtabia 



5 Wages, salaries, tips, etc. If not shown on attached Forms W-2 nttach explanation 

6 Other income (from page 2, Part II, line 8) _ 

7 Total (add lines 5 and 6) _ 

8 Adjustments to Income (from page 2, Part III, line 5) _ 

9 Total income (subtract line 8 from line 7) 

10 If you do not itemize deductions and line 9 is lcss than $5,000, find your tax from 
tables in instructions. Do not use lines 11a, b, c, or d. Enter tax on line 12. 

11a If you Itemlze deduetions, enter total from page 2, Part IV, line 17 

If you do not itemize deductions, and line 9 is $5,000 or more enter the larger of: 
(1) 10 percent of line 9; OR (2) $200 ($100 if married «nd filing separate return) 
pluâ $100 for each exemption claimed on line 4, abovc. 

Deduction under (1) or (2) limited to $1,000 ($500 if married and filing separately). 

11b Subtract line 11a from llne 9 _ 

11c Multiply total number of exemptions on line 4, above, by $600 __ 


lld Subtractlinellcfromlinellb. Enter balance on this line. (Figureyourtax onthis 
amount by using tax rate schedule on page 11 of instructions.) Enter fax on line 12. 


12 Tax (from either Tax Tabie, see line 10, orTax Rate Schedule, see lines lln-lld 


13 Total credits (from page 2, PartV, Iine4 


14a Income tax (subtract line 13 from line 12 


14b Tax from recomputing prioryear Investment credit (attach statement)_ _ 


15 Self-employment tax (Schedule C-3 or F-1 


16 Total tax (add lines 14a, 14b, and 15 


17 Total Federal income tax withheld (attach Forms W-2) 


18 Excess F.I.CA tu withheld (two or more employers—see page S Of instr.) 


6 ?>9y xfl'v' n V 

L_ity.fe3jUi7.Liv 

8 ' 


lf A 

» ‘ 7 "rr* * 


U o*i 


U vVo 43 

■*c*v*.r - "“— 




20 1967 Estimited tax payments (ind»d« 19MowfpiymMt»u«»«d»»» | 20l l&i OOO 

21 Total (add lines 17.18,19, and 20)___ 


22 If payments (line 21) are leas than tax (line 16), enter Balance P:m. Pa» In fuW with thh roturn 


23 If payments (line 21) are larger than tax (llne 16), enter r , 'terp-yrient_ 


24 Amount of line 23 you wish credited t.o 1968 Estlmatcd T nx 


25 Subtract line 24 from 23. Apply to: □ tl.S. Savings Rond». w:**) cee»*. rcfunded or □ Refund cnly 125 


UndM pcntlti»» «f pcrjury. I declira lh-t I ttv’ etimlnel tMs rilurn, melutflnr iceemMnyirr •'•^edt.'t* nntl :ht»m»nt». *nd ta tk« hwt «I nty knrartidt* 
IIM, corrtet, *nd compliti. II prapiretf by « pwsnn »thir thin tnpiytr, hli tfwlirition it tositf rn a" to'rrmstim ot which h« h»s »ny knowlwlai. 



Mtf toltol it b 


Sign 

here 


VouViiinitüra 


Xp»<n« r «sf|aatora (iTflRni f*intiy,BÖfHmii»tsl(« mnl? only'ön«tod'fncam«) 
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f!Sl;I Exemptlons ComptoU only for cUp«nd«nt» cUlwd on Hn> 3b, p«j« 1 

(■) NAME (II mn ipK* I« mM (tUck icMili) (KWiUwNj jwif^ t 

fcifpiir «r»>"r «r "0" •« 1*00 *f *MH«f 

x lâiâce» 4A/ _ mrMt __ 


Form 1040—1967—P.|« 2 

*h«0 I (I) Amount luffiltM 
ft, bj OTHIRS tnclufS- 
I lii| ««ptmtoL 


3 ToUI number of dependents llsted above. Enter here and on paga 1, llne 3b 


42HSSOT Itemized deductions—u«« oniy u you do not use 
Us Uble or sUndard deduction. 

Medical and denUI expense (not compensated by insurance or 
otherwise)—Attach itemized list -- 

1 One-half (but not more than $150) of In- I 


EnO Incomefrom sourcesotherthanwages,etc, 

le Qross dhridends and other dlstributions on stock (list payers 
and smounts—write (H), (W). (J). for «tock hetd by husbsnd. wlfs, or 


surance premiums for medical care . . 

2 Total cost of medlcine and drugv . . . 

3 Enter 1% of line 9, page 1. 

4 Subtract line ? .rom llne 2 (not less thsn zero) 

5 Other medical, denUI expenses (Include 
balance of insurance premlums for medl- 
cal care not deductible on line 1) . . . 

6 Total (add lines 4 and 5). 

7 Enter 3% of llne 9, page 1. 

8 Subtrsct line 7 from line 6 (not Isss thsn zero). 

9 Totat («dd lines 1 «nd 8).• 


qo^MS....AÂS 

C is e 0 uC è 




ToUI llne la ....... 

lb Exdusion (sss lastnictions).... 

lc Cspitsl (sin distributions 

(tse psge 6 of instructions).—.— 

ld Nontsxsble distributions n n 
(see page 6 of instructions). I 7 ' 

Xe ToUI (add llnes lb, lc, and Id). . 

Xf TaxabU dhfkiends (llne la less line 1 
not less than zero). 

interest (list payers and amounU below) 

Earnlngs from savings and loan assoc. and credit unlons. 

ÄO w Cc . 


Contrfhfitlon*.—Cash—including chocks, money orders, etc. 

(jtCTH^O' .....— . 

. MÂÄlSStl . 


ist (banks, bonds, Ux refunds, etc.) 


Other Interest (banks, bon 


2 Total Interest Income.► _* 

3 Pensions snd snnulties, rents and royalties, part- 
nerships, sstates or trusts, etc. (atUch Sch. 8) . 

4 Business Income or km (attach Schedule O . . _ 

5 Ssle or exchange of pmpsrty (sttsch Scheduls D). 3 

6 Fsrm Income or los» (sttsch Schsdul« F). . . I 

Misceflaneous Income (sUte nature and source) 


InUrer* expensn. 

Othor 'itomize) .. 


25 ToUI Interest «xpense.►! >T Ä 

Miscelloncous deductions.—(see page 9 of Instructlons) 


7 ToUI misccllaneous income .... 

8 TOTAL (add lines lf. 2,3,4, 5, 6. and 7) 
Enter hare and on page 1, llne 6. . . 


39vsT?v! 


■anmnJ Adjustments to income 

X “Slck pa/* If Induded In lina 5, page 1 (at- 
tach Form 2440 or other rsquired statement) . 

2 Moving expenses (atUch Form 3903). . 

3 Employee buslness expense (atUch Form 

2106 or other sUtement). 

4 Payments by self-employed persons to re- 
tlrement plans, etc. (etUch Form 2950SE) . 

5 TOTAL ADJUSTMCNTS (Hnes 1 through 4). 
Enter hera aod on pagt X,llne8 . . » 


?,fi Total mlscellaneous.> 

XJ TOTAL DEDUCTION8 (add linss 9, 13, 14, 


15, and 1G). Enterhere«ndon w» 1. «ne 11«. *\ tj) tfyj | 


rmm Crodits 

1 Retircment income credit (Schedule B) . __ 

2 Invectmnnt crcdit (Fonn 3468)...—. 

3 Forclgn Ux credit (Form 1116) . . . . - 

4 TOTAL CrtEDlTS (for page 1, llne 13) . ► !_ 

EXPENC^ AOCOUMTS—If you had an «xpans« allowanc« or charg.d 
tKp»n««*n to your employr, check htra □ «nd — p«g« 7 of Inttructtont. 


10 Totnl ctsh contributlons. 

11 Othcr than cash (see instructions for rsquired 
sUtement). Enter toUI of such Kems here. 

??. Carrycverfrom prlor yearsiwwie kwir.) 

'VlOQ 

13 ToUI rontributions (add lines 10, 11, 
and 12—sce instructions for llmttation) ► 

yjeo 

Tnxcs.—Real estate.. 

SUte and local gasollne. 

General sales (see pege 15 of instructlons) . 

SUte and local income. 

« Personal property. 

3 oo 

'MTvZ 

14 Tc+nl tnxes.► 
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(FormioSo? Gains and Losses From Sales or Excnanges 

U.S«. TrtiMry D*pjrtm«iil PrOperty 

l*Unui imm s*rvfc« _ Attach thls schedule to your income tax return, Form 1040 


Nam* and addrtts it shown on pag« 1 ol Form 1040 


Pari l—CAPITAL ASSETS—Short-tcrm capital gains and tosses—assets held not more than 6 months 


a. Khm *1 ptop- 

*rt». lodicala 
aacarily. raal 
tttata, or stkar 
(Spadl» 


c. Hoar 

ae 

k. Dtacripllan aalrad. 

(Eiamplaa. 100 tli. of £"«** «■ »•*» . n.i. „i d i Br „ I- OapradatlM 

"l" Co.. 2 atory brick, 'attar acqulrad allMtd (er 

etc.) a»mb«l (m*.. da», »r.) ("» .«•». vr> pr.ca allmnMd ainca 

(Saa aeqalaitlaa 

l**atr.> 


k. Cmt a* otha* 
kaaia, coat al 
tubaaauant imprpua- 
mants (it net 
purdinad, attack 
tiplanaliM) and 
•ipaftt* ol aala 


I. Oalaprloaa 
(I pfcrs | laaa k) 



2 Enter your ahara ot net ahort term gain (or loss) from partnerships and fiduciaries. 

3 Entar unusad short-tarm capital loss carryovar from pracadlng taxable years (attach statement). 

4 Net short-term galn (or loss) from linea 1, 2. end 3. . 

Long-term capKal galns and losses—assets held more than 6 months (12 months or morw for certaln livestock) 
B Entar gain from Part II, lina 3 . 

...^ ~™~.—.L-L_! 

- Js.7. ScÄe**Le _ 


— f \ 


iajtkMbJJ \ 


Total long-tarm gross salat prica . . I | 

6 Enter tha full amount of your ehare of nat long-term gain (or loss) from partnerships and fidudarlea . . . . . . I ( AT3 . fj) 

7 Enter unusad long-term capital loss carryover from preceding taxable years (attach statement).. 

8 Capital gain divldends (see Form 1040 Instructions, page 6) . .. 

9 Net long term gain (or loss) from lines 5, 6, 7, «nd 8 ... / / Jj ^ 

10 Combine the amounts shown on llnes 4 and 9, and enter the net gain (or loss) here . . [ W9i.ii4ä A 3 h 

11 M line 10 shoura e GAIN—Enter 50% of line 9 or 50% of llne 10, whichever is smaller. (Enter zero if there is a loss or no 

antry on llne 9.) (See reverse eide for compuUtlon of alternative tax.).* 

12 Subtract lina 11 from llne 10. Entar hera and Sn Part IV, lina 1, on revarsa aida.' 

13 If lii)« 10 showa a LOSS—Enter here and In Part IV. Ilne 1, the smallest of the followlng: («) the emount on line 10; (b) 
th« amount on page 1. Ilne 11b, Form 1040, computed without regard to capital gains and losses; or (c) $1,000 . . • 


Part «I—GAIN FROM DISPOSITION OF DEPRECIABLE PROPERTY UNOER SECTIONS 1245 AND 1250— 
assets held more than 6 months (see instructions for definitions) 


fmkUWn 


s. Kln4 of proparty aad Km acaairaS (If nacaaury, attack aUtMMnt 
pf detcnptivt datalls not ttiown bilM writa 1245 or 1250 
to Indicato typo of ossoO 


k. Dato acduirad 
(mo., day, yr.) 

c Data iol4 
(mo., day, yr.) 

4. Grou ults prica 














o. Cootorotfcor bnis,costof 
•ubuquont improrananti (if 
not purchoitd, otUch «pU- 
nation) and axptnu ol Uto 


L Doprocution allowod (jr oümoMo) aineo ocquintion 



L Othor (tia 
(hlaul) 


2 Total ordinary gain. Entar hcra and In Part IV, llne 2, on reverse side.. | 

3 Totel other galn. Enter here ar.d In Part I, line 5; however, If the gaink do not exceed the losses when thls amount is 
combined wlth other gal t» and losses from section 1231 property enter th« total of column J in Part III, iina 1 . 

















































♦ 
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Schodu'« D (fotrn 1040) 10t 7 _ 

Pirt III—PROPERTY OTHER THAN CAPITAL ASSETS 


KM ot pnptrtf and hcw tcquirW 
(H MMH ). Utudl ttutumunt ol doKripti«« 
Mutls Mt ihnwn txlow) 


b. Ot* tcqutrtd 
(«!«.. dtr. r ) 


c. Dtt« teld 
(•«.. dtp, pr) 


d. Gratt ultt prm 


«. Dtprtcictio« 
tllswtd (or 
tllowiblt) tmct 
Kqu'tition 


f. Cm' m olhtr bttit, 
ntt tl tubttqutnl 
Improviincnli (il not 
purcktud. cttKb 
ctplcnttion) tnd 
«rpttltt «I ult 


*. Gtln M lott 
(d plut t lctt l) 


i ur nni . 
• ItU 0 [ 


1 Efiter galn from Ptrt II, lin« 3 , 


2 Enter your shar« of pertnershlp and fiduciary gtin (or loss) from property othsr than capital sssets.. 

3 Net gsln (or loss) from llnes 1 snd 2. Enter here snd In Psrt IV, llne 3.. | 

Prt IV—TOTAL GAINS OR LOSSES FROM SALE OR EX CHANGE OF PROPERTY 

1 Net geln (or loss) from Pert line 12 or 13. . . .. 

2 Total ordinary gain from Psrt II. lina 2... 

3 Nat galn (or loss) from Part III, lina 3.. 

4 Total net galn (or loas), combine lines 1. 2, and 3. Enter here and on pane 2, Part II. Ilna 5. Porm 1040. 2 S I ? fL / /* 

COMPUTATION OF ALTERNATIVE TAX— It will ususlly ba to your adv- „ge to use tha altemative tax If the net tong-term capital galn 
aaceeds tha net short-term capital loss, or H there is a nat long-torm capital geln only, and you ara filing (a) a separate retum «rlth taxabla 
* ncom * awasdlng $26,000, or (b) a Joint retum, or as a sutviving husbind or wife, vdth taxnbls Income axceadlng $52,000, or (c) as a haad 
Of houaahold vrfth taxabie income exceeding $38,000. 

1 Enter tha amount from page 1, lina lld. Form 1040. 3cP/ b*?0-_y3'\ 

2 Enter amount from Part I, line 11, on revarse side.3 VJ* O'Tb ►, 

3 Subtract Hna 2 from lina 1.ZSOEÖEZ^\ 

4 Enter tex on amount on lina 3 (use applicable tax rata schedule on page 11 of Form 1040 Instructlons)./O 6 / O 

5 Entsr 50% of Hne 2 . . V¥ 

6 Aitemetive tax (add llnes 4 and 5). If smaller thon the tax figured on the ernount on page 1, lina lld, Form 1040, , - -. 

anter thls altamatlve tax on paga 1. Hna 12. Form 1040 and write ‘•Altemative" to left of entry. i X 3 i'fS '») • 


INSTRUCTIONS (Continued from rev''rse side of original) 


Colu.. n I of Part II, section 1250 propcrty only.—If held for 
oor than 6 m 'is, but not more than 1 year, enter the smaller of 
(1) column h, or (2) column f-2. 

If held for more than 1 jrear, enter the result of multiplying the 
smaller of (1) column h, or 

(2) column f-2 less the amount of depreciation com- 
puted for the same period using the straight line 
method, 

by the percentage obtained by subtracting from 100%, one percentage 
point for each full month held in excess ot 20 months. 

Wbeie substantial improvements have been made within the preced- 
ing 10 years, see section 1250(f). 

Basis—In determimng gain or loss use cost, except as specially 
provided. The basis of property acquired by gift after December 31, 
1920, is the cost or other basis to the donor in the event of «ain, 
but, in the event of loss, it is the lower of either such donor's oasis 
ot the fair marlcet vslue on date of gift. If a gift tax was paid with 
f*.pect to property received by gift, see sectim 1015(d). Gener- 

S r, the basis of property aoquirèd by inheritance is the fair market 
ue at the date of death. For special case* involving property 
acquired frotn a decedent, see scction 1014. 


Installmefrt sslet.—If you sold personal property for more than 
$1,000 or real property tegardless of amount, you may be eligible 
to report any gain under the installment plan if ( 1 ) there is no pav- 
ment in the year of sale, or (2) the payments in the year of sale do 
not exceed 30 percent of the selling price. The election must bt 
made in the yesr of sale even though no payment was received in 
that year. See section 453. 

For treatment of a portion of paymentx as "unstated interest’* on 
deferred paymcnt sales, see section 483. 

Sate Of personal restdence.—Tsx un s portion or sll of the gsin 
from the ssje of your principsl residence may be de:erred if: 

(s) within 1 year after (or before) the sale, you purchase an- 
other re«idenre and use it as your principal residence; or 
(b) within 1 yeir after (or before) the sale, you begin con- 
struction of a new residence and use it as your principal 
rssidence not Istcr than " mooths after *he sale. 

If you aold property for $20,000 or less on or after yonr 65th 
bixthday which was owned and used by you as your principal residence 
for at least 5 of the last 8 years any gain on the sale need not be in- 
duded ia income. If the property was sold for more than $20,000 
psxt of the gain must be taken into income. 


Docun.ent No. 5017, Selling Your Home, is available free at any 
Internal Revenue Service otfice. 

Nm’jusiness debts.—If^ debt, such as s personal loan, becomes 
totally worthiess within the tixable year, the loss resulting thc'-f' .m 
shali be considered a loss from the sale or exchange, duxing the Ux- 
able year, of a capital asset held for not more than 6 months. Env r 
such loss in column (i) and desrribe in column (b), Part I. This 
does not apply to: (a) a debt evidenced by a corporate security with 
interest coupons or in registered form and (b) a debt acquired in 
your trade or business. 

Liiritation on nllowable capital losses — If line 10, Part I, shows 
a net loss, the loss shall be allowed as a deduction, only to the ex- 
tent of the smaller of (1) line llb (or line 9 if tax table is used), 
page 1, Form 1040 computed without capital gains (losses), or (2) 
$1,000. Th~ excess of such allowable loss over the lesser of items 
(1> and (2) above is called "capital loss carryover." Any »uch 
cirry(v-cr loss may be carried forward indc&nitely. Capiul losses 
ietn:n their character as either short-term or long-term when carried 
O"'' to fhe succerding year. To the extent the net capital losses are 
de^ucted 'rom ordinary income, the net short-term capiul loss must 
be ronsidered as deducted first. 

I oraor, in transactions batween certain persons. —No deduc- 
tion is allowable for losses from sales or exchanges of property directly 
or indirectly between (a) members of a family, (b) a rorporation 
and nn individuil (or a fiduciuy) owning more than 50 percent 
o f th- corporation't stock (liquidations excepted), (c) a grantor 
and f’duciary of any trust, (d) a fiduciary and a beneficiary of the 
rtme tmst, (e) a fiduciary and a fiduciary or beneficiary of another 
trust created by tlie same grantor, or (f) an individual and a tax- 
eremp; organuation controlledsby the individual or his family. 
P.trtn-trs and partnerships see sectioo 707 (b). 

Lr'tp'-fetm c~pltal e* ln * from- regulated Investment com- 
f'nnios.—Indudc in income as a long-term capiul gain the amount 
you are notified on Form 2439 which constitutes your share of the 
t’ndistributed capital cains of a regulated investment company. You 
rre ertitled to a creait of 25 percent of this amount which should 
he includrd with the amount claimed on line 19, page 1, Form 1040. 
The remu'ning 75 percent should be added to the basis of your stock. 

Lcsscs on small buslness stock.— If you had a loss on section 
1244 stock which would (but for that section) be treated as a loss 
from the sale or exchange of a capital assct, it shnll be treated as a 
loss from the sale or exchange of an asset which is not a capiul asset 
to the extent provided in that section. 

TVTO-t M. WVttlUHT NIIT1N «rrtcc 
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SCHEDULE OF GAINS & LOSSES 

From ioIn and •xchangos of proparty ' 

• . . 


c_ 

> 

H» 

4A 

ADBRBAC 



Taxobl* Yeor 
Ended. 

U1 

/9C7 



NO. 

SHARES 

OR 


PROPEftTY OE5CRIPTION 




ACQ. SOLD 


CROSSSALES 
PRICE 

(Cwitr«<rt Prlca) 


DEPRECN. 

ALLOWABLE 


COST OR 
OTHER 
BASIS 


EXPENSE 
OFSALE 
ETC 


7. GAIN (OR LOSS) 


LONO TERM SHORT TERM 



TOTAL SHORT TERM OAIN (Oft LOSS) 


TOT\L LONC TERM CAIN (OR LOSS) 


TOTAL NET CAPITAL GAJN (OR LOSS) 
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Supplemental Schedule of Income and 
Retirement Income Credit 

(From p«nslona and annuRlas, rants and royaltlas, partnershlps, aod estatas or tn -ts) 
Attach thls schedule to your income tax retum, Forrr; 1040 


SCHEDULE B 
(Form 1040) 

UA Truauy Do^ortmont 
lattK'» Inmi Stnrlc* 


Nama and addm* a* »hown on pag* 1 of Form 1040 


Part I.—PENSI0N AND ANNUITY INCOME 


A.—-Gtntral Rula oi ym dld mt wgraat» to tlw c*»t ol Ui* pwtiM or MMlty, Mt«r tti» total amaunt rncatrnd m IIm I rnd omH Hnu 1 threu|h 5 .) 


4 Amount received thls yaar. . . * 

5 Amount excludablo (line 4 multi- 

plled by llne 3). 


1 Investment In contract.... 

2 Expected return. 

S Percentage of Income to be ex< 
cluded (llne 1 divlded by llne 2). 

B. —Speclal p.ule—Whir» ytur rnployw hu cont/ibutad part o( the cwt ind ysur nwn contrlbutlon v/IH I» rtc«vr/«d tai-frtt wlthla 3 ysia 


»nUr thi toUI imount recahred m lln« 5 Md omtl linu 1 threuth «■ 


4 Amount recelved thls year 


1 Cost of arnuity (amounts you paid)._ 

2 Cost racoived tax-free In pest yeere._ 

8 Remr.oderofcost(Ilnellesslina2). 

Pi.rt II.—-RENT AND ROYALTY INCOME 


5 Taxable 


4. Oiproclition 


6. Othor oxpomot 
(ittaeh itimljod 
IIU) 


3. Total imaunt 
ol royiltin 


(nxplain In Part IV) 
or deplotion fnt- 


S. Ropalra (attach 
l'onlied list) 


tnch compuUt on) 


1 Totals.e|_I_I_!_ L 

2 Net Income (or loss) from rents and royalties (column 2 plus coltimn 3 less columns 4, 5, and 6) 


irt III.—INCOME OR LOSSES FROM PARTNERSHI.PS, F.STATES OR TRUSTS, ETC. 


X Partnerships (name, address, employer identification number, and nature of income) 


2 Small business corporations (subchapter S—name, address, and empioyer identification number) 


3 Estates or trusts (name, address, and employer identification number) 


TOTAL OF PARTS I, II, AND III (Enter here and on page 2, Part II, llne 3, Form 1040).I { y<> 

Part IV.—SCHEDULE FOR DEPREC'ATION CLAIMED IN PART II AROVR—Uilj schedula ls dmlgnsd for taxpayers uslng the 

altemattve guidtllnm and admlnlttrativ* procedurm dmcrfbed In Revenue Proccdurm 62-21 and 65-13 m well m for thot« taxpayers who wtsh 
to contlnoe using practlcm authorlzed prtor to thme revenue procedures. Whero dcubb hesdings appsar use the first headlng for deprectatlon 
under Revenue Procedurm 62-21 and 65-13 and the second headlng for other autho.drn^ nro.c'.ieos. 


4. Auot retiramanta 
In yaar (imountt 
(applicablo only tn 
Ra«. Proc.r.24)' 


6. Mothotf 
oI 

computinf 

tfapraclation 


L CroupaatfjgitftliMctaa» 
Daacrtpbon o I proparty 


S. DoprrciatiM 
nllowod or nllowtblt 
In p.ioryerra 


X Total additional first-year depreciatlon (do not indude In items belovr) 


2 Total depreclation (Enter here and In Part II, column 4 above] 


SUMMARY OF DEPRECIATION 


Othar (ipactty) 


(»actlon 
























c c 

Statement Relating to Underpayment off Estlmated 
Income Tax by Indlvlduals 

CTo bo fllod «*Mh Fomn 1040 m Form 1040A) 


Nama and addros* as shown on Form 1040 


„,2210 

U.l Trauury Dtpartmtnl 
loltrntl Rovooui Strvie» 


JA 147 


PART I.—FOR ALL INDIVIDUALS (See Instruction A.) 


1 1967 Tax (enter amount shown oti Dne 16, page 1 of Form 1040, or line 8 of Form 1040A) 

2 Tax credlt claimed for gasoline and lubricating oil In 1967 from Form 4136 ...... 

3 Tax a* adjusted (line 1 less line 2).. 

4 Amount on llne 3 multiplied by 80% (farmers and fishermen use 66%%). 


167 


Hovr to figure 
your underpay- 
ment,see 

1 Dlvida amount on lina 4, Part 1, by tha num- - 

bar of Installmsnts raquirsd for tha ysar and 
sntsr resutt In appropriats columns. (Saa 
Instruction 3). : 

2 Amountt pald on estimata for each period. 

Instruction D 

3 Ovarpaymant of prsviout installmsnt * . . ! 

• 

5 Undarpaymant (lina 1 lets llna 4) or over- 
payment (llna 4 lass lina 1) . . • . . . 


* 

6 Total amount paid or withheld from Jan. 1 
through tha Installment date indlcated . . 


7 SSIS&.Z0.M.&J3. . . 

Exceptions 
wtiich void the 
“additional 

8 Exception 2. 

Tax based on 1966 incomt, 1967 
rates and exemptions $....._..._ 

charge,” see 
Instruction E 

9 Exception 3. 


10 Exception 4. 


Due Dates of Installments 


June 13, 1967 Sept 13, 1967 



Jan. 13, 1968 


,34 


00 ✓ ** 


63o\*I&'00*Yo 


25% of 1S66 t»< 50% ol 196« tu 75% of 1966 tu 

25% of thie tu 50% of thls tu 75% of tfeis tu 



I 

t t ** 'h | 


How to figure 
the “additkmal 
charge," see 
InstructkMi F 


PART III.-—FOR 
46 

Instruction D 


See 

Instruction E 


See 

Instruction F 


11 Amount of underpayment (from line 5, 

Part II). 

12 Date of payment or April 13, 1968, which- 

ever Is earlier *. 


$.- $- 


13 Number of days from due date of ins'sll- 

men t to the date shown on Hne 12 above ■ _;__ __ 

14 Additinnat charge (6 percent per year on th'a j 

amount on line 11 for the number of days 

shown oc line 13). $.. ■ ■■ !$•— -$- $ ■ ■ ■ * 

15 Total of amounts on line 14. On pap« 1, of your income tax return, show this amount In the bottom 

’ margln as "Additional Charge" and l'ic rease line 22 cr decrease line 23 accordingly.» 

FARMERS AND FISHERMEN. It I* not necessary to file this 'orm if your retum 1s filod and tax due peld by February 15, 1968 

1 Enter the amount shown on llne 4, Part I (the mhiimum amount due on Jan. 15, 1968).$—___________ 

2 Amounts withheld during 1967 and amounts paid or credited, by Jan. 16. 1968 .___________ 

3 Underpeyment of estimatrd tax (llne 1 les* line 2).I* 


4 Exception 1.—Tax shown on 1966 retum. 

3 Exception 2.—Tax based on 1966 Incomo, using 1967 rates end exemptions 


6 Number of deys from Jan. 15, 1968, to da' * of payment or Apr. 15, 1968, whlchever is earlier . . 

7 Additional eharge (6 percent per year on the arnount shown on line 3, Part III, for the number of days 

shown on llne 6. Part III). On page 1 of your tax return, show thi« amount In th« bottom margin as 
"Additionai Charge" and Increase line 22 or decreese line 23 accordingiy. 


» An equal part of the tax withheld during the year may be con- 3 Any overpayment of an in.tallnient on line 5 In oxceSS Of all 

tidered paid on each required In.uMment date unle» you e.ubli.h prior underpayments »hould be appbed as a credit again.t tbe 

the date. on which withholding occurred and 'jJJ; made more than one payment for a given in.tallment, 

holding a» paid on the date» when actually withheld. If >our return a .tach natement »howing separate computation for each payment. 
was filed by January 31, 1968, and the balance of tax paid m full, jf yQ U fj) ec j your retum and paid the balance of tax due by January . 

indudc »uch balance on line 2, Part II for the January 13, 1968, 31 , 1968, such balance shall be considered paid as of January 15, 

insullment. 1968. is-tssot-s 



















































Part V.—RETIREMENT INCOME CREDIT 

A.—General Rule 


If Mparate ratum, use column B only. K jolnt ratum, um cotumn A for wife and column B for husbend-*- 

Dld you racelve nmid Income in wcm of $600 in uch of any 10 calendar ynn befpA 19677 (Wld- 

OWS or widowers see instructlons, psge B-3).. . 

M anewer abovo Is "Yes" In either column, fumish ell Informatlon below In that column. 

1 Retiremerrt income for taxable yean 

(l) For taxpayers under 65 years of age: 

Enter only income received from penslons end annuities under publlc ratlrement 
systems (e.g. Fed., State Qovts., etc.) included on page 1, line 9, Form 1040 . . 

(b) For taxpayens 65 years of age or oiden 

Enter total of penslons and annuities, interest, and dividends included on page 1, 
line 9, Form 1040, and gross rents from Part II, column 2 of this schedule . . 

2 Maxlmum amount of retirement Income for credit computation. 

3 Deduct: 

(a) Amounts received as pensions or annuities under the Social Security Act, the Rail 
road Retirement Acts, and certain other exclusions from gross inr.ome .... 

(b) Earned income received (Does not apply to persons 72 years of age or over): 

(1) Taxpayersunder62yearsof age, enter amount in excess of $900 . . . . 

(2) Taxpayers 62 or over but under 72, enter amount determined as follows: 

if $1,200 or less, enter zero.' 

If over $1,200 but not over $1,700, enter y 2 of amount over $1,200; . . 

or If over $1,700, enter excess over $1,450 . 

4 Total of lines 3(a) and 3(b). 

5 Balance (subtract line 4 from line 2)... 

6 Line 5 orline 1, whichever issmalter. 


A 

□ Yes □ No 







7 (a) Total (add amounts on line 6, columns A and B), 


If line 7(a) Is less than $2,286 and thh is a joint ratum and both husband and wife ara age 66 or over, 
Altamathra Computation in B beiow which may raault in a‘ Itrger credit. 


’, comph ta tfw 


(b) Amount from line 7 of part B below, if appllcabla.. 

8 Tentative credit Enter 15% of llne 7(a) or 15% of line 7(b), whichever is greater , 

LIMITATION ON RETIREMENT INCOME CREDIT 

9 Amount of tax shown on page 1, line 12, Form 1040 .. , 

10 Less: Credits clalmed for foreign ta> s or tax-free covenant bonds. 

11 Subtract line 10 from line 9.. 


12 Credit Enter hera and on page 2, Part V, llna 1, Form 1040, the amount on lina 11 or line 8, 
smallcr 


B. —Alternative Computation (after completing lines 1 through 7(a) above) 


whichever ts 





a. Vou ara marrlod and fillng a foirrt rotum: 

b. Both husband and wlfo ora 65 or ovar, AND 

c. Eithor ono, or both rocoivad oamod Income In axcats of $600 In sach of any 10 calandor yoars bofora 1967. 


Fumlah tho biformatlon caliod for balow for both husband and wlfs ovon If only ono answercd "Yos” In column Aor B abovo. 

1 Retirement tncome of both husband and wife from penslons and annuitles, Interest, and dlvidends induded 
on page 1, line 9, Form 1040, and gross rents from Part II, column 2 of this schedule ....... 

2 Maximum amount of ratiremant income for credit computatlon . . 

3 Deduct: P A—wirt b—husband 

(a) Amounts recelved as pensions or annuitles under the Social Securlty 
Act, the Rallroad Retirement Acts, and certain other exdusions 

from gross income.... 

(b) Earned Income received (Ooes not appiy to persons 72 years of age 
or over): 


I 


if $1,200 or less, enter zero. 

if over $1,200 but not over $1,700 enter % of ..'- 

amount over $1,200; or 

if over $1,700, enter excess over $1,450 . . 

4 Total of llnes 3(a) and 3(b).. j _ 

5 Total (add amounts on l!ne 4, columns A and B).. . , 

6 Balance (subtract llne 5 from line 2). 

7 Enter here and on llne 7(b) ot part A above, the amount on llne 6 or llne 1, whlchever Is smaller 


A—WIFE 









# 

■ft ui-covrvKutMT nHNiMs omct 1 nP-O-MO-OOT 
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) 
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Petitioners' Exhibit 2-B j ß l^g 

U.S. Individual U.S. Trtitury Dcpartm.nt, Intem.l Revcnue Servlce ^T] fH 

Income Tax Return for the year January 1-December 31. 1967, 1 I M 


or othcr taxable year beginnm 
Fint name »nd initial (II ioint retum, u*e fint namei >nd middle Initiel* of botli) 


1967, endln 


87 




J //A4A)/ /9a/& 


Hoint addrets (Number and ttrctt or rural routt) j ^ 

» i/V07 MëStf AféöbOus 


S Cily, towir or poit olfice. iml Stito, . ZIP c«j. Mtlel 

s ___ PLusktHC. My _ //abr 7 /T/!pTÂ 

tnter below n.m. and eddreti uicd on your retum lor 1966 (il ume a> above, write "Same"). II nono lilod, eiee reaion. II cbanelne Smou'. Meun.ii«« 
Irom seperate lo lomt or |oint to icparata retuma, enter 1966 namei and addrnsn. ^ g 1 cn»n*in» Spouta a occupaUon 

Your preaent employer and adcreu — 

Spouie'» preaent employer and addren, If jolnt return _ 

Your Filing Status —check only one: Your Exemptions Reguiar 65orover Blind 

la □ Sängla 2a Yourself . . . n n i 


Your »ocial »ecurity number 

J/0 |//| ffi-S 


Ycur occupation 


□ Slnglf 
Bwlarri 


Married filing joint return (even if oniy ont l.aa ->come) 2b Spouse 


Your Exemptions Regular 65orover Blind 
2a Yourself . . . □ n 1 




Enter 
number 
of boxes 
chocked . 


lc □ Married filing separate'y. If spouse is also filing a retum, First names of yourdependent chlldren who f/ved with 
I enter her (his) social security number in space provitfea «bove you .jSQTRjCljtS^ ß/A/ 


•nd give first name here___ 

ld □ Unmarried Head of Household 
le □ Surviving w idow(er) with dependent child 


3 


.... Enter )/' 

3b Number of ottier dependents (fröm page 2,’pärH Une 3)* * 
mptions claimed. p. “<p 




husband 
and wife 


*3 Flguretax 
m «singtax 

5 rato 
w scfaedules 

E 


^-Your 

pTax, 

. Credits, 
| and 
« Pay- 
1 ments 


Balance 

Dueor 

Refund 

_L. 

ÜMlBf pmiHiii 


S UoOer penaHla 
trae, eerract, ai 

1 Sign > 
K here p 


~ Total (add lines 5 and 6 


•* Adjustments to income (from page 2, Part III, line 5) 


Total income (subtract line 8 from line 7) 


10 ! f X ou ?°. not itemize deductions and line 9 is less than $5,000, find your tax from 
tables in instructions. Do not use lines 11a, b, c, or d. Enter tax on line 12. 10 

lla . If you itemize deductions, entertotal from page 2, Part IV, line 17 

J f , y 00 d0 not 'twnjze deductions, and line 9 is $5,000 or more eiter the larger of: 

(1) 10 percent of line 9; OR (2) $200 ($100 if married and filing separate return) 11» 
plus $100 for each exemption claimed on line a, above. 

Deduction under (1) or (2) limited to $1,00 0 ($500 if married and filing separately). . 

11b Subtract line 11a from line 9 _ ~~ 

11c Multiply total number of exemptions on line 4, above, by $600 l7,7 

lld Subtract line 11c from line 11b. Enter balance on this line. (Figure your tax on this 

amount by usingtax rate schedule on page 11 of instructions.) Entertaxon line 12. lld 


12 Tax (fi^m either Tax Table, see line 10, or Tax Rate Schedule, see lin es lla-lld 

13 Total credits (from page 2, Part V, line 4 


14a Income tax (subtract llne 13 from line 12) 


14b Tax from recomputing prior year investment credit (attach statement 


15 Self-employment tax (Schedule C-3 or F-l) 


16 Total tax (add lines 14a. 14b, and 15 


17 Total Federal Income tax withheld (attach Forms W-2) _ 

18 Exc«ss F.I.CA tix wlthheld (two or more employera—see pagg 5 of instr.) 


19 □ Nonhlghway Federal gisolin« Ux—Form 41?6, □ Peg. Inv.—Form 2439 


(lediwla 1966 ouafparmant allowaJ « a cradit) 


21 Total (add lines 17.18.19, and 20) 


22 If paymenf» (llne 21) »ra less than tax (line 16), enter Balanc» Due. Pay in full wfth this retiitn 


23 If payments (line 21) are largerthan tox (line 16), entor Overpayment 


24 Amount of line 23 you wish credited to 1968 Estimated Tax _ 

25 Subtract llne 24 from 23. Apply to: □ US. Savfngs Ponds, with excess refunded or □ Refund only 






4 I that I k*w tnrnimd thls return, including accompenyin«* tchedules end etatementa and ln tha hnt of m« kiMMlode« Md i» u 

4 caa,plete. II by.p.n*notfcwtkei, U.p^r, hi,dKlMliw b taicd cn .11 infemMtlen« ■vhlch hé h« .« taj! 5 d,? ' “ *" d “ “ 

WüëäKi — I -r-i--— 


i r .ii|«ür.(ft4fr.«fpintij, BÖfft mnit.'l*n’«OT ileniywiäV.dTiiwmV) 


i- tW* 

«mV 


Sifnatürt öf pfâpârcr a’thâr thän tâYpâ'yär 


-II Tmi I 










































Exemptlons Complct« only for dopondonta clalmod on llno 3b, 


(I) NAMI (II matt ipw h mmM tttjch K*t*»lt> 


[yPjrt I | 
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3 Totol numbor of dependents listod abovo. Enter hero and on pago 1, line 3b 


aanw Incomefrom sourcesother than wages.etc. 

la Grota dividends and other distributions on stock (list paytrs 
■nd «mounts—writo (H), (W), (J). for stock hold by husbond, wif«, or 
)olntty> ___ 

HKSl<> 0 

t t ti iftttf tftntMMtit..Wttt.f tt Mtt t M t tWttt tMttttttt Mtt tttt Mt ltll ttl ttltttittttttt. 


Total llne la . , 
lb Exdusion (seo instmctlons). 

le Capital gsln distributions 
(soo paga 6 of instructions). 


• âoo 


ld Nontaxable distributions . - 
(seo page 6 of Instructions). £ Z 

le Total (add lines lb, lc, and ld). . 
lf Taxabie dividends (line la less line 1 
not less than zero). 


Itemized ded uctions—Uso oniy ir you do not uso 
tax tablo or standard doduction. 

Medicol and dental exponso (not componsated by ineuranca or 
othorwiso)—Attach itemized list __ 

1 One half (but not more than $150) of in- 

suranco premiums for medical caro . . __ 

2 Total cost of medlcina and druga . . ._ 

3 Entar 1% of line 9, page 1. ; _ 

4 Subtract lina 3 from line 2 (not less then zero) __ 

5 Othar medical, dental expenses (induda 
balanco of Insuranca premlums for medi- 

cal cara not deductibie on lino 1) . . . __ 

6 Total (add Iines4and 5)__ 

7 Enter 3% of line 9, page 1.._____ . 

8 Subtract lino 7 from line 6 (not less then zero). 

9 Total (add lines 1 and 8).►! 


Contributions.—Cash—Including checks, money orders, etc. 
VäeiOifJL 

_ cf}Ä»;r;er 


Interast (llst payers and amounts below> 

Earnings from savings and loan assoc. and cradit unions. 

_„4 ...ÄJ*. ____110 Total cash contributions 


-ÂLJL+ml£*. .y.?..7v5T.f.4 

Â&L. .-. 


2 Total Interest Income. 


3 Pensions »n ’ ennulties, rents and royattles, pert- 
nershlps, es tes or trusts, etc. («tt i Sch. B) . 

4 Business Income or loss (attach Schedule C). . 

> S Sele or exchange of property (attach Schedule D). I '569 lOV 

6 Farm Income or loss (attech Schedule 


Miscailanoous Income (state natura and scurce)_ 


11 Other than cash (see instructions for required 
stetement). Enter total of such items hera. 

12 Carryover from prior years (m* pm• > «t Imo.) 

13 Total contributiona (add lines 10, 11, 
and 12—see instructlons for limltation) ► 


Taxes.—Real estate ........ 

State and local gasotine. 

General sales (see page 15 of instructions) . 
State and locat income ...... 

Personal property. 

14 Total taxes.f 


Interest expense.—Home Mortgage . . . 
Other (itemize)_______ 


Y/Ooh 


15 Total interest 





oo 


Total miscellaneous Income 


« TOTAL (add lines lf, 2, 3, 4, 5. 6, and 7) . 
Entar here and on page 1, line 6. . . ► 


BiünaiiM Adjustments to income 

1 “Sick pay" if included in line 5, page 1 (at- 
tach Form 2440 or other raquired etatement) . 

2 Moving expenses (attach Form 3903) . . 

3 Emp'oyee business expense (attach Form 

2l0i. or other statement). 

4 Payments fcy self-employed persons to ra- 
tiretnent pfâns, etc. (attach Form 2950SE) . 

5 TOTAL ADJUSTMENTS (lines 1 through 4). 
Enter here and on page 1, line 8 . . ► 


16 Total mlscellaneous 


17 TOTAL DEDUCTIONS (add lines 9, 13, 14, 
15, end 16). Enter here and on psge 1, line 11a. ► 






VI 1 Credits 

1 Retirement income credit (Schedule B) . 

2 Investment credit (Form 3463) . . . . 

3 Forelgn tsx c.redit (Form 1116). . . . 

4 TOTAL CRED'TS (for page 1, line 13) . 


CXKNSE ACCOl'MTS—If you had an expanaa allowanca or chargad 
axpanaa« to your amptoyar, chack hara □ and aaa paga 7 of Inatructlon«. 


MiscellaneouT deductions.—(see page 9 of instructions) 
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tr 

NAMP /-(AARy 

Aajö P/flA/Ajj /CPAur 

\ . 

ADDRESS 


Toxable Yeor . - > —. 

Ended . ™ h S . 



£c//CbuL(: oP b\ • 




A. L. 


b / CTAft*o**£ 


dofStORAJ CotiP ■ _ 


CoJiQus7lo4t ivvA. 


Coaj- é' & 


0AJ£V lué/J 


UUo* 


LlLct> _ 


Pa* fh* U/6«lo /M 


I U/ALT bis#f 


US €T££f 


Tu>e»tf€Tt c.t»r 


£■ Ut. Öi/JJ 


,7as4 Co 


£H€R&To*f Qokfi 


o. s. SM*/r 


Ar:r. 




Reeue j ö?*j 


HetTx. A/&*>mahk §. u/£«a/£p 


Sf/ÉflßSou /ffrmiJ) 


'SVA/fö 


U/Air t>fSA/£ 


'euett 


T*èAJT,E >t (t£/Or 


&JJ PK£CIS***S 


ra 



CYPReSS NO. toi 




























































.. //flrfiy AAsb AfAeifi» K«Aui~ _ 

ToxableYeor tQ/rf 

ADDRESS -—-J- p , , /Y6/ 


























schedule d Gains and I 

(Form.1040) f 

1I.S. Trtiuiry OtpaitDMiil PrOpCrt] 

Intinul >m«i Stnrict Attach 

N»m* «nd addratt «» thown on pagt t ol Form 1040 


Gains and Losses From Sales or Exchanges 
of Property 

_Attach thia schedul« to your Income tax return, Form 1040 


JA 153 


67 


Part *—CAPITAL ASSETS—Short-term capital gain* and losses—assets held not more than 6 months 


a. Ki«4 «I prop- 
•rty. l« 4 ic«U 
MC«ily. r*at 
•Uatc. «r ottiar 
(Spacity) 


I DncriptiM «ttir*d. 

»P 0 *^*1 ÈL*; . < L°£ «. D.I.mM I. Grtm tal« 

Z Co.. 2 ttory bnrt. , • c 4» r »« /_. dl , _» „i,, 

•tc) lymbol (mtt.. d*y. »r.) '"* • “»• ^ ’ F' le * 

(Sm 

Initr.) 


|. 0*praciitiM 
•llovnd (or 
•llorribla) linco 
•cquiiition 


k. Cut *r stlnr 
bttlil, coit •I 
lubMquint tmprovtt- 
m«nt> (il not 
purchuid, atticb 
•xptimtion) lod 
•IPMIIO Ol UlO 


Cf pltti« Imp b) 



2 Entar your share of net short-term gain (or loss) from partnorshlps and fiduclarles. 

S Enter unused shoft term capital loss carryover from preceding taxable yeers (attach statement). 

♦ Net short-tarm galn (or loss) from lines 1. 2. and 3. • 


Long-term capital gains and losses—assets held more than 6 months (12 months or more for certaln livestock) 
8 Enter gain from Part II, line 3. 

aÂ%h* * - - 

..SM.äo ylg. &JT, üti Eb. ___ 



,„g39oy.*r 


Total long term gross sales price . . 

6 Enter the full emount of your share of net long term gain (or loss) from partnerships and fiduciaries. 

7 Enter unusad long-term capital loss carryovar from precedfng taxabla years (attach statement). 

8 Capital galn divldends (see Form 1040 Instructions. page 6). 

9 Net long-term gain (or loss) from li.tes 5. 6. 7, and 8. . 


10 Combine the emounts shown on lines 4 and 9, and enter the net gain (or loss) here. 

11 H line 10 shows a GAIN—Entar 50% of lint 9 or 50% of line 10, whichever Is smaller. (Enter zero if there Is a ioss or no I 

entry on line 9.) (See reverse eide for computation of altemative tex.).I 3 O llo .04 

12 Subtract line 11 from line 10. Enter here and In Part IV. line 1, on reverse side. 

13 If li»)» 10 shows a LOSS—Enter here and In Part IV, line 1, the smallest of the following: (a) tha amount on llna 10; (b) 
tha amount on page 1, line 11b. Form 1040, eomputed without regard to capitel gains and lossas; or (c) $1,000 . . • 


Part II—GAIN FROM DISPOSITION OF DEPRECIABLE PROPERTY UNDER SECTIONS 1245 AND 1250— 
assets held more than 6 months (see instructions for definitions) 

Where doubla htadlngs appear. usa tha first heading for sectlon 1245 and the second haading for sectlon 1250. 




[V 


e. Kind ol propprfy ind how tcquirad (lf ntcuuiy. ittich ititMiMt , „ , . 

cf dncriptin detaili not ihown balow—writ« 1245 »r 1250 •• D»to pequirpd c. Dati lold d G ..,. 

to Indicat* typ* ol aiut) (!««■. day. yr.) (mo., d«y, yr.) ' " p 


•- Coitor ottwr bnls, coit of 
subioqttMt ImprovofflMits (if 
Mt purchnod, attKh uplo. 
Mtion) and oiponio of ulo 



2 Total ordinary gain. Enter here and In F-art IV, line 2, on reverse side.. (_ 

3 Total other gain. Enter here and In Part I, line 5; however, If the gains do not exceed the losses when this amount is 
comblned with other gains and losses from section 1231 property entar th# total of column j in Pjrt (II, lina 1 


« 
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Sch*dul« D (forrfl :0«0) 1967 _ 


Part III—PROPERTY OTHER THAN CAPITAL ASSETS 


JA 154 


1 I. CmI w »Ihw hMit, 

«. DtWKitUM ***!•( 


asm» -! ä- Sff <*"• 


Cain oi lou 


•cquiutio« 


«ipUrUlio«) 1*1 
lipORM Ol Ui* 


1 Enter gabi ftom Part II, Hne 3. . . , 

1 

• • • • • 

1 _1 

• • • • t 

»••••• 

1 _ 1 

,.,. 




2 Entar your chart of partnarthip and fkluciary gtin (or k*f' 'rom proparty other than capital .. 

3 Net gain (or lou) trom line» 1 and 2. Enter hara and In Part IV. Ilna 3.* 


Part IV— TOTAL GAINS OR LOSSES FROM SALE O R EXCHANGE OF PROPERTY _____ 

-- - 369 ^ov.oo 

t Nat ftln (or loas) from Part I, line 12 or 13..•... 

2 Total ordinary gain from Part II. Iir.e .... 

3 Nat galr ... lots) ftom Part III. Ilna 3.. 

4 Total net gain (or k»s). combin« line* 1, 2. and 3. Enter hera and on page 2. Pat II. lin« 5. Porm 1040.| 3 D7 °° 


COMPUTATION OF ALTERNATIVE TAX —lt will utually ba to your advanUga to u*e ihe attemative Ux If tha net long-Urm capiUI galn 
a«ra-H« tha nat «hort-tarm capiUI k»», or H there I* a net kmg-term caprtal gain only, and you are fiHng (a) a aaparaU raturn with Uxabla 
incoma aaoaadlng $26.000, or (b) a Joint retum. or as a survhring husband or wlf«, with Uxable Income eacaading $52,000, or (c) as a head 
of housahold with taxabie incoma eacaading $38,000. ____ 

1 Entar tha amount from page 1, llne lld, Form 1040 . . — ~7T~'Zm 

______ ___ _3VT o/b ot 


1 Entar tha amount from page 1. Iln« lld. Form 1040 . I——-r---. 

2 Enter amount from Part I, lina 11, on reverse ..® 

3 Subtract llna 2 from Hna ... • 

4 EnUr tax on amount on Hna 3 (use applicable tax rate schedule on page 11 of Form 1040 Instructions) ...... 

5 Enter 50% of Hne 2 . . 

6 Altemaöve tax (add llnes 4 and 5). If smaller than th« tax figured on the amount on pege 1, line lld. Form 1040, ft 3nT33 

anter thls altemative Ux on page 1. lin« 12, Form 1040 «nd write "Alternetive" to left of «ntry. \ ' 


INSTRUCTIONS (Continued from reverse side of original) 

Column I of Part II. section 1250 property only. — If held for Documcnt No. 5017, Selling Your Home, is availabtc free at anjr 



Column I of Part II, section 1250 property only.— If held for 
more than 6 months, but not more than 1 year, enter the smaller of 
(1) c'umn h, or (2) column f-2. 

If held for more than 1 year, enter the re-.ult of multiplying the 
tmaller of (l) column h, or 

(2) colrmn f-2 less the amount of depreciation com- 
puted for the same period using the straight line 
m et h o d. 

by the p e r ce nU ge obuined by subtracting from 100%, one percenUge 
point for each full month held in excess of 20 months. 

Where substantial improvements have been made within the preced- 
ing 10 yean, see section 1250(f). 

Basis. — In determining gain or loss use cost, except as specislly 
providetL The basis of property acquired by gift after December 31, 


cr the fair market value on date of gift. If a gift tax was paid with 
respect to property received by gift, see seaion 1015(d)._ Gener- 
ally, the basis of property acquired by inheritance is the fair market 
value at the date of death. For special cases involving property 
acquired from m dec^dent, see section 1014. 

Irrstailmertt sales.—If you sold personal property for more than 
$1,000 or real property regardless of amount. you may be eligible 
to report any gain under the installment plan if (1) there is no pay- 
ment in the year of sale, or (2) the payments in the year of sale do 
oot exceed 30 pereent of the selling price. The election must be 
made in the year of sale even though no payment was received in 
that year. See section 453, 

For treatment of a portion of payments as "unstated interest" on 
deferred payment tales, see section 483. 

Sale of paraonal residence. —Tax on a portion or all of the gain 
fiom the sale of your principal residence may be dererred if: 

(a) within 1 year after (or before) the sale, you purchase *n- 
othec residesi': and use it as your principal residence; or 

(b) within 1 yeiir after («..• before) the sale, you begin con- 
struction of a new residence and use it as your principal 
residence not later than 18 months after the sale. 

If you sold property for $20,000 or less on or after your 65th 
blrthday which was owned and used by you as your principal residence 
for at least 5 of the last 8 yean any gain on the sale need not be in- 
ciuded in income. If the property was sold for more than $20,000 
part of the gain must be taken into income. 


Internal Revenue Service office. 

Nonbusiness debts.—If a debt, such as a persorul loan, becomes 
totally worthless within the taxable year, the loss resulting therefrom 
slxali be considered a loss from the saie or exchange, during the tax- 
able year, of a capital asset held for not more than 6 months. Entet 
such loss in column (i) and describe in column (b), Part I. This 
does not apply to: («) ? debt evidenced by a corporate security with 
interest coupoos or t) legistered form and (b) a debt acqutred in 
your trade or business. 

imrtation on allowable capital losses. —If line 10, Part I, shows 
a net loss, the loss shall be allowed as a deduction, only to the ex- 
tent of the smaller of (1) line llb (or line 9 if tax table is used), 
page 1, Form 1040 computed without capital gains (losscs), or (2) 
$1,000. The excess of such allowable loss over the lesser of items 
(1) and (2) above is called "capital loss carryover." Any such 
carryover loss may be carried forward indefinitely. Opital losses 
retain their character as either short-term or long-term when carried 
over to the succeeding year. To the extent the net capital losses are 
deducted from ordinary income, the net short-tenn capital loss must 
be considered as deducted first. 

Locses in transactions between certaln persons. —No deduc- 
tion is allowable for losses from sales or exchanges of property directly 
or indirectl» between (a) members of a family, (b) a corporation 
and an individuil (or a fiduciaiy) owning more than 50 percent 
of the cnrporation’s stock (üquidations excepted), (c) a grantor 
and fiduciary of any trust, (d) • fiduciary and a beneficiiry of the 
same trust, (e) a fiduciary and a fiduciary or beneficiary of another 
trust created by the same grantor, or (f) an individual and a tax- 
exempt organiiation controlled by the iodividual or his family. 
Partners and partnerships see section 707(b). 

Long-terni capital gains from regulated Investment com- 
panies.—lndude in income as a long-term capital gain the amcunt 
you are notified on Form 2439 which constitutes your share of the 
undistributed capital cains of a regulated investment comriny. You 
are entitled to a credit of 23 percent of this amount which should 
be induded with the amount daimed on line 19, page 1, Form 1040. 
The remaining 75 percent sbould be added to thebasis of jour stock. 

l osses on small business atock. —If you had a loss on section 
1244 stock which would (butH( that section) be treated as a loss 
from the sale or exchange of a capital asset, it shall be treated as a 
loss from the sale or exchange of an asset which is not a capital asset 
to the extent provided in tbat section. 

■a-lt-nm-l «•*. «ovc.imcuT m«n« wne* 


I 

J 
























t 




£> 


AOORÉSS 

MO. 

S. ‘ <RES 
OR 

BOMOS 




usf 


SCHEDUl.E OF GAINS & LOSSES 
From »oloi ond exchangc« rf property 


ZsC-Ua* 


Taxeble Ycar 
FndecJ. 


/ 9/j . 


PROPERTY DESCRIPTION 


OATE GROSS SALES 

-- PRICE 

ACQ. SOLO, (Conlfoet Prico) 


DE^feCN. 

kCLOWAfftS 


o Zfé/W*} 


COST OR 
OTHER 
BASIS 


Jrf /1 'J 


E)fTSi<<SE 


7. GA!N 'OR LOSS) 


LONG TERJ4 SHORT TERM 


é 7ö \jA ' 



m *A 


/o-o I. 

TOTAL SHORT TERU GACT (OR LOSS) 


TOTAL LOHG-TERU CAIN (OR LOSS) 


uyo 9S 

*7»n7W 

*1 

ns>\ 


\7vX/ 




_ 6t^\ 

J&of X 
xrso - 


</W 3L 


r y , r V. ' 1 

L__ 


TOTAL NET CAPITAL GAtN (OR LOSS) 




CYPnESS !1P- 
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SCHEDULE OF GAINS & LOSSES 
From *ole* and exchanges of proporty 


ADDSESS. 


NO. 

SHARES 

OR 

BOMDS 




PROPCRTY DESCRIPTION 


\rmwM. 


vEjlja xJtJ/yA W£jf£t EßM 





fZKmtMi wmm 
w/siKimmmm 




mnmwMRBm 

WEf/tlWfS.f Mll'JiiMrR 

mflSËSBÈ 

mmam 


Taxablo Year iß /'7 

Endod. /..I " ’ 



7. SAIN (OR LOSS) 


TOTAL SHORT TERU CAW (ORlOSS) 


TOTAL LONC TERM GAIN (OR LOSS) 












































7. CAIMJOR LOSS) 


OATE 


GROSS SALES 
PSICE 

(Contfdct Pfieo) 


COST OR 


PROPESTY OESCRIPTION 


LONC TERM 




'OTr'.L :mt capital caim (on loss) 


O 
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schedule b Supplemental Schedule of Income and 
(Form 1040 ) Retirement Income Credlt 

ua Tniwqr OtwitiMii« (From pemlons «nd »nnuttle*, rants and roysttles, partnsrshlps, and sststss or trusts) 

llMtfMl Rmmiii |»rvks 9 

_ Attach th!s schsdule to your Income tsx return, Form 1040 _ 

N«m« and addrMa •• thown on pa»* 1 of Form 1040 


Part I.—PENSION AND ANNUITY INCOME - 

A.-Gsnsral Ruls (ir yo<i dld not centrHxit» ta th« co«t of th« ptntlon or »naulty, «nt«i th« loUI •msunt r«c«lv«j on IIm (ind omK llnn« I tkruugh JJ 


1 ’nvestment In ccntract. 4 Amount received this year. . . e 

2 Expected raturn. 5 Amount exdudable (llne 4 multl- 

3 Percentsse of Income to be ex- m p,le<J ,,no 3 ).. 

_duded (Ifn e 1 dlvlded by llne 2) . ,| _ % 6 Texable portlon (excess of llne 4 over llne S). ■ ■ 

B.—Special Rule Wlwrt your employer lui oontrtbuted part ot tlw cost ind your own contribution wlD be rooovorod tu-froo wtthln 1 run. 
It irnur CMt wnn tully fncwnrnJ In prior ynnn nntnr thn tnt.1 nmwnt mwlutd nn llnn I ind »mlt lln» I tlifcu«li 4, _'_ 

1 Cost of ennulty (emounts yc eld)._ 4 Amount raceived thls year . . .e_ 

2 Cost recelved tex-free In past yssrs._ 

3 Remalnder of cost (llne 1 less llne 2)._;_8 Taxable portlon (excess. If any, of llne 4 over llne 3). 


Part llu—RENT AND ROYALTY INCOME 
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Hg)87 


1. Mnd nnd Incntlnn «I orapnftr 


I. RnpnKr (nttncb 
Itnmitnd iiit) 


1 Total*.• 



2 Net Incom« (or loss) from rents and royeltles (column 2 plu» column 3 less columns 4.5. and 6) . . . 


PCrt III.—INCOME OR LOSSES FROM PARTNERSHIPS, ESTATES OR TRUSTS, ETC. 


1 Partnerehlps (name, addrass, employer fdentlficatlon numbar, and nature of Income)_ 


2 Small buslness corporatlons (subchapter S—neme, address, and employer Identiflcetion number) 


3 Estetes or trusts (name, eddress, and employer Identificatlon number)__ 


TOTAL OF PAWT8 I. II. AND III (Enter hera and on 



P? rt |)'f~®?” EDU } £ / 0R DEPRECIATION CLAIMED IN PART II ABOVE— Thle echedule m deslgned fortexp^s« uslns the 

elUrnatlve fuldelln e» end « dm nlntretlvs procedures dMcrlbtd In Revenue Proceduret 62-21 and 65-13 as vrall at for those taxpeyere who wlsh 

"" nu ;s^i du r- ^• re i oubt8 h * <din «* <pp ** r - **• ««M CdSKÄSlS 

under Rtvenue rrocedures 62-21 and 65-13 and the eecond hcnding for other authorlztd practices. 










































8eh»dul« B (Pofm 1040) 1967_ 


Part V.—RETIREMENT INCOME CREDIT 

A.—Gtntral Rult 


lf ttpjrat« rttum, uu column B only. If Jclnt ratum, um column A for wifo and column B for hu*b«nd->- 

Did you r«c«iv« «trned Incom« In nctu of $600 in oach of any 10 calandar yaara bafoA 19677 (Wld- 

ow* or wldowars saa Instruction«, oaga B-3).. 

If ancwar abova la "Yea" In eithar column, fumiah «U information below In that column. 

1 Retlrement incoma for taxable yean 

(a) For taxpayars undar 65 years of aga: 

Enter only income received from pension* and ennulties under pubUc retirement 
systems (e.g. Fed., State Govts., etc.) included on page 1, line 9, Form 1040 . . , 

(b) For taxpayers 65 years of age or older 

Enter total of pt-nslons and annuities, interest, and dividends included on page 1, 
line 9, Form 1040, and gross rents from Part II, column 2 of this schedule . . , 

2 Maxlmum amount of retirement income for credit computation. 

3 Deduct: 

(a) Amounts received as pensions or annuities under the Social Security Act the Rail- 

road Retirement Acts, and certaln other exclusions from gross income . , 

(b) Earned income received (Does not apply to persons 72 years of age or over): 

(1) Taxpayers under 62 years of age, enter amount in excess of $900 .... 

(2) Taxpayers 62 or over but under 72, enter amount determined as foilows: 

if $1,200 or less, enter zero. 

If over $1,200 but not over $1,700, er'er % of amount over $1,200; • • < 

or if over $1,700, enter excess over $1,450 . 

4 Totai of lines 3(a) and 3(b) .. 

5 Balance (subtract line 4 from line 2).. 

6 Line5orline 1, whichever issmaller. 

7 (a) Total (add amounts on line 6, columns A and B)... 
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A 

□ Yes □ No 






r«. □ No 



If line 7(a) ia Ima than $2,286 and “tis la a Joint retum and both huaband and wifa ara aga 66 or over, complats the 
Altcrnative Computation in B below which may reault in •* larger credit. 

(b) Amount from llne 7 of part B below, if applicable. 

A Tentative credit. Enter 15% of line 7(a) or 15% of line 7(b), whichever is greater. 

LIMITATION ON RETIREMENT INCOME CREDIT 

9 Amount of tax shown on page 1, llne 12, Form 1040 .T. 

10 Less: Credits daimed for foreign taxes or tax-free covenant bonds.. . 

11 Subtract line 10 from line 9. 

12 CrediL Enter here and on page 2, Part V, line 1, Form 1040, the amount on line 11 or llne 8, whlchever Is 

smaller.... 


B.—Alternative Computation (atter completing lines 1 through 7(a) above) 


This method 
available if: 


a. You ara marrtad and flling a lolnt ratum; 

b. Both hutband and wifo ara 63 or ovor, ANO 

c. F 'hor ono, or both racoivod aarnod Incoma In oxcma of $600 in oach of any 10 calandar yoara bofora 1967. 


Fumlth fha Information eallod for balow for both huaband and wlfa avan H only ono answorad "Vm" In column AorB abovo. 

1 Retirement income of both husband and wife from penslons and annuitles, interest, and dividends included 

on page 1, line 9, Form 1040, end gross *ents from Part II, column 2 of this schedule. 

2 Maximum amount of retirement income for credit computation . . . . 

3 Deduct: _ a—wife _ b—husband 

(a) Amou.its received as pensions or annuities under the Social Security 
Act, thc Railroad Retirement Acts, and certain other exclusions 

from gross income ................ -* • .----• ———...... 

(b) Earned Income received (Does not apply to persons 72 years of age 
or over): 

if $1,200 or less, enter zero. 

Ifover $1,200 butnotover $1,700 enter % of - - — — -- 

emount over $1,200; or 

if over $1,700, enter excess over $1,450 . . , 

4 Total of llnes 3(a) and 3(b).. 

5 Total (add amounts on line 4, columns A and B).. 

6 Batance (subtract line 5 from line 2). 

7 Enter here and on line 7(b) of part A above, the amount on llne 6 or line 1, whlchever Is smaller . . . . , 

it U4. COVUWHtNT MKNTINO orrici: m7—0260-007 



$ 2 , 286 : 00 


I 


•aa—la—tn 
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•PUASI TYK 0« Hhltl 


UvVPORTANT —AIloppUoabUline«andschadule«a>u»t beltliedin. II th»ltnai oo tha schadula« gra not sxiificient. «ea initructtoo Q. 


1. Gros» reoeipU or gron scüm _Lear. Retum» crod c 

2. Ikiw: Coat of good» aold (Schedule A) and/or operation» (attacb schedule) 

3. Grce»profit..........«... 

4. Dividenda (Schedule Q.... 

5. Interest cr .gationa ot the United State» crod U.S. ln»trumenialiöes. 

S. Otherir er*-. .. 

7. Rents..... 

3. Royaltie« ..... 

9. Netgain* (loeaea)—(aeparate Schedule D)... 

10. Other income (attach ac h edule). 


TOTAL tnccroe -Add linea 3 through 10 


12. Compensaüan of officer» (Schedule E). 

13. Salorie« and wage« (not deducted elaewhere). 

14. Repaira (do not lnclude oc*t of tmprovemenis or capital ezpenditures)- 

15. Bad debta (Schedule F if reee r ve method ia uaed). 

16. Renta.....-. 

17. Tazes (attach achedule). 

13. Interest..... 

1S. Contributlon* (attach achedule—aee inatructlona for limitatlon). 

20 , Ixisses by fire, storm. ahipwreck. other casualty, or theft (attach schedule) 


21. Amortlzotion (attoch achedule) 


23. Depletloa (attach scbedule) 


24. Advertising... 

2Z. (a) Pension, prcfit-aharing. stock bonus, annuity plans (see lnstruchon»).. 

(b) Other employee benefit plana (see instructiana).. 

26. Other deductiun» (attach schedule)... 

27. TOTAL deducUou» in line» 12 through 26.. 

28. Taxable inoome befcrenet operating los» deducUon and special deductions (line 11 less llne 27) 

29. Leee: (a) Net operaUng lcaa deduchon (aee instructions — attach schedule) -- 

(b) Special deducUons (Schedule I).. 


30. Tazable Incoms (line 28 lefea line 29) 







































H 0 



(WStr* lnv*ntorl«« ora on tncORM-d«t*rminlnq loctor) (Se« inatruction 2) 


5. Total of lines 1 through 4.. 

I* Less: Inventory at end of yeur. 

7. Cost of gocds sold (enter here and on line 2, 


1. Inventory at beginning of year.. 

2. Merchandise bought for raanufacture or tale 

3. Salaries and wages.. 


4. Other costs per book (gttach schedule) 


Totals.I-!- 

Total of oolunms 2, 3,4, and 5. 

Add araount includible by shareholder of controlled foreign corporation (attach Form 3646) 


I. Ntmt, t*6na, »nd »scul «cutity aumber of officer 


Total oompensation of offioers (enter here and on Ilne 12, page 1) 


5 Amount ch»r|«d »taintt 
rnerv« 


7. Trade mln »nd »ccountt re- 
cenraM« ovtstendmi at end ol ye»r 


3. S«ln on accounl 


Scheduie G—DEPRECIATION (See instruction 22) 

payers using Revenue Prooedure 62-21, in column 3 state the cost or other basis af assets held at end af year. Column 2 is not 
iicable to Revenue Prooedure 62-2 L 


S. Method ol 
camputing 
depreoation 


4. Onprnciation 
•lloered orellourable 
in ptior yners 


7. Deprccielion for 
Utisywr 


L Group and (uideline clars 
or dncnptmn of property 


'l. Total additlonal first-year deprocinbon 

Buildings. 

Furniture and fiiturei. 

Transportation equipcnent. 

Machinery and cther eguipraent. 

Other (specify)_ 


(do not Include in items below) 


Schedi.ii H—SUMMARY OF PEPRECIATION 


Addition»! first year 
(section 179) 


Unite of 
production 


Sum af Uio 
yurvdiftl 


Olher (specify ) 


Straifhf line 


Deciining balenc« 


Schedule C—INCOME FROM DIVIDENDS 

1. N»me of declaring corporation 

2 . Oomcstic eoipoiattons 
tsiabio undor chaptor 1. 
Intcrnal Rtvcnue Code 

3. Ccrtain prcterrcd stock 
of public utilitica taxablc 
under cbaotcv 1, Intcrnal 
Rcvenue Codc 

4. Feraign corporations 

L Oihtr corporations 
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1. Dirfdands-recelved: (a) 85 peroent ol column 2, Schedule C. 

(b) 60J208 percent o( column 3, Schedule C. 

(c) 85 peroent of dividends reoeWed from oeriain foreign oorporations.. 

2. Total dividends-received deductions (sum of lines I (a). (b), and (c) but not to exoeed 85 percent of the exoess of line 

28. page 1 over line 4 of this schedule) (The 85-percent limitation does not apply to a year m which a net 

operoting loss occurs.).... 

Dividends poid on certain preferred stock af public utilities (see instructions in case of net operating loss). 

Westem Hemisphere trade oorporations (not allowable in year of net operating loss).- 

S. Total speciai deductions—AJd h nes 2, 3, and 4, Enter here and on line 29(b), pa ge 1.. * * *. m 

SCHEDUIiE J—TAX COMPUTATION 

(Component members of coi trolled corporote qroup uee Form 3920 to compute yotxr tax) 


1. Taxable income (line 30, page 1)... 

2. li amount an line 1 is: 

(a) Not oeer $25,000—Enter 22 peroent cf line 1. .. . 

(b) Over $25,000—Enler 48 percent oi line 1... 

Subtract $6,500 and enter difference .. 6,500.00 

3. Inoome tax fline 2, or line 22 of separate Schedule D, whlchever is .. 

4. Foreign tax credit (attach Form 1118).-..... 

5. Bolanos (line 3 less line 4).... 

6. lnvestment ciedit (attach Form 3468). 

7. Bakmoe of inoome tax (line 5 less line 6)... 

S. Tax under section 541 of the Intemal Revenue Code (attach Scbedule 1120 PH). 

9. Tox from reoomputing prior year investment credit (attach .. 

10. Total tax—Add lines 7, 8. gnd 9. Enter Kere oml on line 31 






Bs Dote inoorporated-—— ^ — ■■ ^ ——- 

X. (1) Did the oorporation at the end of the taxable year own di- 
rectly or indirectly 50 peroent or more of the voting stock/ 
af a dotnestic corporation?.Yes □ No 0 

(2) Ctd any oorpwation, ind f vidual, partnership, trust. or asso- 
äation at the end of the tar ible yeor own directly or 
indirectly 50 peroent or more of the oorporotian)s voting 

«tock?.Yes □ No □ 

(For rules oi attribution, see section 267 (c).) 

II the answer to (1) or (2) U ”Yes," ottach separote 

scbedule showing: . 

(a) name, address, and emplayer identiiioanon no.; 
nnd (b) pc.i ueniage owned. 
lf the crnswer to (1) above is ”Yes," lnclude the taxab e 
inoome (or loss) oi such oorporotion for the taxoble 
year ending withorwithin ycwr toxable year. 

I. Did you have arry o o n t ro ct» or suboontrocts subfect to the / 

Renegotiatioo Act ci 1951?.Yes □ No & 

II "Yea," eee inst K. Ehtor omount here- 

TL Dtd you at arry time during the year own directlT or indirectly/ 
nny stock ct o loielgn oorporotion?.Yes □ No [a 

II ”Yes," attnch stotement required by instruction N. 

L Amountof taxable inocme (or loss) for 1962.-- 

1963.._ 1964.-- 

ML Dtd you datm a deduction fcr expenses oonnected wiüi: 

(1) A huniing todge Qworking ronch or farm Q fishing 

oamp Q rescrt property Q pleasuie boat or yadü Q or c*her 
similar lacility Q? (Other than where the operatioi cf the 
facility was 4 m prindpal business.) Yes □ No 0 

(2) The leasing, renting, or ownership d a Fstel room or 
»uite Q apartment Q or other dwelling Q whtch was 
used by custoroers or employees or members of their famllies? 
(Other than use by employees while in business trovel status.) / 

Yes Q No 


(3) The attendance of your employees' Ib^Ülies at 
ions or business meetings? Yes □ No Lx 


ventions or business meet 

(4) Vacations for em| 
(Other than amount repo 


ses or members of thelr families? / 
on Fotm W-2.) Yes □ No Q 


N. Refer to instructions and state the: 
Prindpal business activity- 


Principal product or servioe 


O. Were you a member of a oootrolled group subject to tl« 

provisions of sedion 1561? Yes □ NoQ or section 

1562? YesQ No □ 

II "Yes," check type of relotiooship: 

(1) parent-subsidiary □ 

(2) brother-sister □ 

(3) oombination of (1) and (2) □ (see section 1563) 

P. Were you liable for filing Forms 1096 ond 1099 or 1087 for 

the oalendar year 1965?.Yes □ No □ 

11 "Yes," where were they Üled?-- 

•i. Were distributions mode to stockhokiers during the taxable 
year from other than (a) eoroings and profits of the crnrent 
year or (b) eamings and profits aocumulated fram February 
28, 1913? Yes □ No Q If "Yes," wos the determinaüon 
tnade in aocordanoe with Revenue Prooedure 65-10? 
Yes Q No Q 

R. Was there any substantigl change in the manner of deter- 
tn-ining quantities. costs, or valuations between opening and 

closmq inventory?.Yes □ No □ 

If "Yet," attach explanation. 

t. Were you a U.S. shareholder of any contrdled foreign corpo- 
rotion? Yes □ No □ (soe eections 951 and 957.) If 
"Yes." ottach Forra 3646 for each such corporotion._ 


Schedule 1—SPECIAL DEDUCTION3 
(Sxnall busmess invsstrosnt companlee and membexm of affiliated groupe—eee instructions) 


(S-TSSOO-t 





































Pog« « 


ASSETS 

i Cash. 

Notes and accounts . eoeivable. 

(a) Less allowance for bad debts. 

Inventories. 

Investments in Govemment obligotions.*r 

Other current assets (attachschedule). (. 

Loans to stockholders. 1 

Other investments (atlach schedule). 

Buildings and other lixed depreciable assets.. 

(a) Less accumulated depreciation. 

Depletable assets. 

(a) Less accumulated depletion. 

Land (net oi ar” amortization). 

Intangible assets (amortlzable only). 

(a) Less accumulated amortization. 

Other assets (attach schedule) .. 

Totalassets ... 

LIABILITIES AND CAPITAL 

Accounts payable... 

Mtges., notes, bo.uis payable in less than 1 yr.. 
Other current liabüities (attach schedule) .... 

Loans from stockholders .. 

Mtges., Dotes. bonds payable in 1 yr. or r lore.. 

Other liabilities (attach schedule). 

Capital stockj (a) Preferred stock. 

(b) Common stock. 

Paid-in or oapital surplus (attach reconciliation). 

Surplus reserves (attach schedule). 

Eamed surplus and undivtded profits. 

Total liabiüties and oapiial. 


Schttdul« L—BA LANCE SHEETS (S*e I rvstructiona) 

_ Bs|issw« el tsnbl« y«ic _ 

(*) Amounl I_(B) Tol.l 


_C «d ol tinbt« yesr_ 

(C) Amount |_(D) Totil 


-.1'. 


_ 


_ LZ&lg. 


IljöiyÄ ST 

_ y.Q.p..ox 




MADE BELOW MUST BE IDENTIFIED BY ACCOUNT 


Bchedule M-1—RECONCILIATION OF INCOME 


BOOKS WITH INCOME 


RETURN 


1. Net inoome per books.... 

2. Federal inoome tax....... 

3. Ezcess of oapital losses over oapital gains..... 

4. Taxable inoome not recorded on bocks ihis 

ywar (itemize)_ 


7. Income recorded on books this year not in- 
cluded in this retum (itemize)_ 


8. Deductions in this tax retum not chatged I 
agatnst book income this year (iteriize)_I 


8 . Expenses reoorded on books this year not de- 
ductad in this retuin (itemize)_ 


9. Total of lines 7 and 8. 

10. Income (line 28, page 1)—line 6 less 9 


Total of lines 1 through 5 


Schedule M-2—ANALYSIS OF 


SURPLUS AND UNDIVIDED PROFITS 


BOOKS (line 23, page 4) 


1. Balanoe at beginning af year. 

3. Net incnme per books.. 

3. Other increases (itemize)_ 


r 5. Dlstribuhons: (a) Cash........ 

(b) Stock... 

(c) Property. 

6. Other decreases (itemize)_ 


7. Total of lines 5 ond 6. 

9. Bglance end of yeor fline 4 less 7) 


Totalof lines 1. 2. ond 3 


r««fn liao (1965) 


* 
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AGREKHKNT mada u of tb o 3^^ < Uy of 
Hay, 1966, by and betwean the undersigned ownera (herelnafter 
collectively called "Sellera") of ali of the iasued and out- 
standing shares of capital stock of NASSAU PLASTIC & WIRS CORP., 
a New Tork corporation (hereinafter referred to as the 
"Corporation"), and WILSON MOLD & DIK CORP., a New Tork 
corporation (hereirafter referred to aa the "Purchaaer")» 

WITNESSBTH : 

WHEREAS, the Sellera are the ownera of all of the 
iaaued and outstanding aharea of capital stock of the Corpo- 
ratior, and 

WHERKAS, the Sellera desire to sell and the Purchaser 
desirea to buy all of said stock d (hareinafter sometlnes called 
"Shares"); 

NOW, THEREPORE, in consideration of the premises and 
of the mutual covwnants herein contalned, it is agreed as follows: 


I. Sale ard Purehaae of Stock . 
Subject to the terms and » 


conditions of 


this Agreement, Sellers hereby sell to Purchaaer and Purchaser 
hereby purchaaes fron Sellers all of the lsuued and outstanding 
capital stock of the Corporation owneâ by Sellers. 


II. Purchaae Price and Installmenta . 

(ji# The purchase price for all of the stock eold 
pursuant hereto ahall not less than $500,000. (hereinafter 
















JA 167 

called the "Minlmum Price") nor more than $3,500,000« (hereln- 
after called the "Maximum Price"). 

(b) , The purchaae price shall be paid by Purchaser 
to Sellers at the following times, in the followlng manner and 
to the extent set.forth below: 

1. $ 50,000.00 pn September 1, 1966. 

2. For the balance o£ the ycar 1966 and in each 
of the years 1967 tlirough 1971 inclusive, unless the Maxlmum 
Price be paid in full prior thereto; commencing with the 15th 
day of October, 1966 and on the 15th of each January, April, July 
and October thereafter in respect to the period from July 1, 

1966 through June 30, 1971, an amount equal to 75 per cent o£ 
the Corporation*s net income before Federal income taxes for 
each of such next preceding fiscal period or calendar year as 

. I 

the case may be. In the event a losa occurs in any quarterly 
period, said loas shall be utilised as an offset in the succeeding 
quarterly periods before p^yments to tha Sellers are resumed. 

3. In the period from July 1, 1971 and in each 
of the years 1972 through 1978 inclusive (terminating however 
for the quarter ended Jxme 30, 1978) unless the Maximum Price 
ah.ill have been paid in full prior thereto, an amount equal to 
75 per cent of the Corporation's net lncome after provision for 
all r.axes properly accruable for each of such next preceding 
fiscal perlod or calendar year. 

0 

_4 . Xn an y event, and notwit hst anding any provisioo 
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In thiß agreement with respect to the ccntingent deferral of 
installment payments of the Purchase Price, the full Minimum 
Price referred to above and any portion of the Maximum Price 
referred to above vhich Sellers may become entitled to receive 
shall be paid in full on or before July 15, 1978. 

(c) Purchaser may prepay at any time after January 1, 
1967, all or any part of the unpaid amount of the Maximum Price. 

(d) Notwithstanding the provisions contained above 

quarter 

for/annual payments of the purchase price hereunder, Purchaser 
may make prepaymenta during any quarter-annual period on account 
of the next quarterly installment to become due pursuant to the 
terms of this agreement. 

(e) All payments referred to herein to be made by 
Purchaser to Sellers on account of the purchase price shall be 

by IRVING TRÜST COMPANY _ (hereinafter 

called "Bank") in accordance with the terms of paragraph 8É of 

• ‘ . ■’ * • . i’ ”> . 

this agreement or in accordance with the Escrow Agreement • 
provided for in said paragraph 8fr VIII. 

(f) Por the purposes of this agreement, the term 

’ 

"net income before Federal income taxes" or "net income after 
taxes" for any period shall mean the Corporation*s net profx s 
as determlned by the independent accountants then retained by 
tbe Corporation in accordance with generally acceptnd acccuntlng 
principles on a basis consistent vith prior periods, but in 


} 
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determing the net lncome after taxes, no deduction shall be 
made of any amounts in respect to Federal taxes unlesa such 
taxes are required to be paid. 

(g) In each of the payments referred to in paragraph 
II, subdivision (b) "2", (b) ‘’S", (b) "4", (c) and (d), shall 
be deemed to include interest at 4 per cent per annum on such 
payment to conform with the present Intemal Revenue Service 
regulations» In the event the so-called "imputed interest" rules 

«D 

of the Intemal Revenue Service are rescinded, voided or declared 
illegal or inoperative, then and in such event no part of the 
payments set forth shall be deemed to include, nor shall they 
include, any interest payments; and no interest shall thereafter 
be due and payable, nor, however, shall there be any reduction 
in any payment. 

(h) In the event that the "net income" before 
Federnl inccme taxes, as defined in subdivision (f) hereinabove, 
exceeds $350,000. for the fiscal year, then the Sellers shall 
receive an addltional 2 per cent for all eamings over said 
$350,000. for such period. However, before such additional 
bonus of 2 per cent shall be paid the loss of any prior period 
shall first be utilized as an offset in computing said 
$350,000. In the event that in any quarterly period commencing 
after January I, 1967 the net income before Federal income 
taxes, as defined hereinabove, falls below $50,000. per quarter, 
then and in any such event the minimum gunranteed price shill 
be reduced by the difference between $50,000. and the figure 




in any quarttr balo» iald $50,000; for exanpLc: If for tha 
j^uarter «nding March 31, 1967 tha nat lneoao befor» tM— ll 
$35,000., then there shall be ellowtl an a daduetion fros tha 
alnlaum price a eradlt of $15,000. so that tba guarsnt—d prlea 
will becoaa $485,000., and If at laast $485»000. has haan pald 
to tha Sellars then title shall vest finally and absolutaly ln 
the Purchasar. 


III. Eventa of Pefault . 

If one or nore of tha following evtsrts (berein callad 
"Eventa of Default") shall oceur after the Closlng Data and 
prior to payaent in full of the purchase price: 

(a) If default shall be rade, and shall have cemtinuad 
for a perlod of 10 days after wrltten dcrand from tha Sellers to 
Purehaser, in the due and punctual payment of cny anount owing 
on aeeount of the purchase price, whan acd as the sane shall 
became due and payahle, unlers at the time of such default there 
ahall not ba cash availabla in tha txeasury of tha Corporation 
aggregatlng a total amount equal to at least 133-1/3 par cent 

of the installmeat then owlng on aecount of the purchase pric«. 
or unless the Corporatlon shall have failed to daelare and pay 
dividauds as provided in paragraph X of this agreement, or 
unlasa sueh failure to declare a dividend has resulted frea 
Purchaser's fallure to request such declaration; 

(b) If any material asscts of the Corporatlon shall 
ba mortgaged, pledged or otherwise disposed of other tban aa 
contempl: ted in this agreement or in the ordlnary eource of 
business or with the cansent of the Sellers; 

(c) If Purchaser nhall: 

1. Admit in wrltlng its inability to pay its 
debts gsoerully as they becoms due; 

- 44 - (Item (c)2 continued on page 5) 
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2. File e petltion in bankmptcy or a petltfon 

to take advantage of any inr.jJvency act; 


* ’• '• • • • ' ? • éfc-V» ' <f r • 

; .i» .ii- 

3. Haka a genoral a8sigranent for the beneflt of 


its creditors; 


t • ••!• 


4 • Consent to the appointment of a recelve * f 
itsalf or of the vholo or any eubstantial nart of ita proportyj 


5. File a petitlon or ans:«er seeking reorganiza« 
tion or an arrangement under the Federal bankruptcy Ur» or any 

other applicable Xaw or statute of the United Statea of America 
or any stata thereof; 


(d) If a court of competent Jurisdiction ohall enter 

a final order, judgment or decree adjudging Purchaoer a benkrupt, 

°r approving e petition filed againat it seeking reorganization 
or arrangement of Purchaser under the Federal bankmptcy lava or 
under any other applicable law or statute of the Unifed Statea of 
Amerlca or any state thereof; 

• •••.•*..*' 'V’ . • •.% » * 

(e) If a court of competent Juriadiction shall enter 

- t . 

an interlm order, Judgment or decree appoirting a trustee, 

* . v i *• 

liquidator or receiver of Purchaser or of the vhole or substantiallly 
*H of its P ro P* rt y and auch interim order, Judgment or decree 
8hall be in effect for an aggregata of 60 days; 


(f) If, under the provisions of any otber lav for 
tha relief or aid of debtors, any court of cempotont jxzrisdlctlon 
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. ■ .: •. /• . v. • 

shall by lnterlm order, judgnent or deeree aesume cuatody or 
control o£ Purchas^ \ or of the whole or aubstantially all o£ 

• • .. . . •-. •.:*.•;• *• • J* *•* ' • 

lts property, end sv h custody or control shall be in effect fov 

* ••■ • . . v; '• ■*•:■■ 1 . • :> r- . 

' . . . •. ■ .«; rs. -c ■■ •* z.sir*: .• * 

egate o£ 60 days; 

‘ . •■''• ••• r» 


• - •'- 

•• ■.■:*•>$&?>?$$ ! 

(g) if any represenfation or warranty toade by v.; v 

. . • . * p • •’•'*•"■ •- • t «.f • 

Purchasor in this agreement shall prove to have been untrue in 
any roaterial respect, unless such variance is curable and 
Purchaser ahall cure it within a raasonable tiroe after receipt 
o£ notice £rom the Sellers; 

(h) I£ Purchaser ehall breach any o£ the terms o£ this 

N . i ; - ' 

agreement or any other agreement between the parties which may 
be executed simultaneously herewlth; 

• . • . •. . "v: '• • •_ r' 

• . . . * •'■■/* - 1 . • • w _ •. • 

(i) if the Corporation, other than by or ttae through 

' f ^ ‘ 

Aaron Kraut or Harry Kraut, shall breach the employment agreement 

Tt rween it and said Aaron Kraut and Harry Sbamä Kraut, provided 

. ■ . . . *: l ' v 

• . • . * * ' .-,i 

for in paragraph_ o£ this agreement; 

(j) If Purchaser si.all fail to reelect as directors 
o£ the Corporation Aaron Kraut and Harry Kraut (or, in tha 
event either of them shall for any reason be vmable or unwilling 
to serve, then a replacement «greeable to the Sellera); 


(k) If, in any event, the Corporation shall, pursuant 
to the Ünited States Code, Rules and Regulations now or herein- 
aftor in effcr.t be called upon to pay any tax, deficiency in 
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tax t or addttion to tax, not otharwlae chargeable to th* 
Corporatlon, unleaa within 10 daya after vritten demand by 
the Sellera to the Purchaaer, the Purehaaer makea due and 
punctual payment of such tax, deflelency In tax, or additlon 
to tax; 

then and in eaeh and every such event, unleaa the occurrence 
of such Event of Default shall have been cured or shall have 
been waived by the Sellers, nhe Sellcrs may by writtea notice 
to Purchasev '*'?hich notice shall specify the Event of Default 
which shall have occurred) declare iromediately due and payable 
the full unpaid balance of tha Maximum Price,and upon any such 
declaration the same shall become and shall be immediately due 
and payable, anything herain contained to the contrary notwith- 
standing; provlded, höwevar, tfmt at any time after the full 
unpaiu balanca of the Mvtf.mim Prrice shall have been so declared 
due and payable the Sellorn may rescind and annuX such declaration 
and its consequences. Hor*?over, no such reseission and annuXment 
shall cxtend to or affect any aubaequent default or impair or 
exhaust any rights or potTera connrqnent thereon. I£ Purchaser 
disputes the occurrence of the Kvent of Defauit it shall promptly 
so notify the Sellers in wifcing, wifch speclflcatlon of ita ground 
therefor, and tha dispufce nhnll bo arbitrated as providad in 
paragraph XV hereof. 

\ ' ‘ ' • 

i 

IV . SeXlcrg 1 Renrr i Rcnfc nfcicn s «nd VJarranttes. 

Tbe Sellerp represent, warrant and agree that: 



(a) On the date of tho execution of this agreemeot 
the Corporation is duly organized, validly existing and in 
good atanding under the laws of the State of Ndw York» , The 
iaaued and outatanding capital atock of the Corporation is 
as follows: 

NASSAU PLASTIC & WIRE CORP. — Two hundred (200) 

8hares o£ common stock, no par value* 

(b) Each of the SolXero has good and valid title to 
the Shares of capital stock of. T?Mch she is named as owner at 
the foot of this agreement and hno the right and legal capacity 
to transfer good title to Thv :chasor antl. both on the date of . 
the execution o£ this agremenr. nnd on the Closing Date, the 
title wilX be and VTaa free nnd clear o£ aXl liens, enciinxbrances 
and claims of othera. Hone of tfce Sellers is a party to or 
restricted by, or obligntert under any contract or other obligatic 
which might be violated by rhe raahing or performing of this 
agreement. 

(c) The financin 1 starements and the certified 
public accountant's acccmpanying letters of transmittal attached 
thereto of the Corporat3.cn an ar March 31, 1966, copies of 
which have been furnlshod to Pnrcbaser, fairiy present the 
financial condition of ihn Corporation as ct the date thereof, 
and the results of itn rporaricno for the period then ended, 

in conformity winh generally accepted accounting principles 

% 

applied on n basin coneistcnU nieh tthat of preceding yeata. 
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obligationB or liabilitiee, eontlngont or otherwise, oxcept: 


1. Those reflected in the balence sheet included 

• ' » ’ • ' » * ‘ * • i* * ' 

in said flnaseial etatementa» a ccpy of which ia annexed hereto 
and made part hereof as Sxhibit A. 


(e) Between Harch 31, 1966 and the date bf execution 
of thie agreement, there have been no changea in the businese of 
ihe Corporation or in its financial condition or propertiea 
other the changea resulting from the ordlnasy courae of 

buaineas, none of which has been macerlally adverae, vhile in 
faot the Corporation has earaed a mlniraum of $20,000. pretax 
for the rionth of ___________ 1966 and projects a minimum average 


net income before taxes for the next ensuing twelve months of 


et leest $20,000. per month. Between said data and tha date 
of the execution of thla agreement, the Corporation has not 


incurred any obligations or litbilities nor has tha Corporation 
made any disburaements other than ln the ordinary course of 
business, except that the Corporetlon is negotiatlng a written 
contract of employment with Aaron Kraut and Harry Kraut on terms 
and conditions substantially the same aa their preoent oral 
egreement — a copy of said proposed employment agreement is 
etteched hereto end made e part hereof. 


(f) The Corporetlon is not engaged In or threatened 
with any litlgation or governmental proceedings not adequately 
and fully covered by insurance. 




te end 


Istai 
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accompanylng lettezsof transmlttal £rom the Corporatlon* a 
certified â public accountant, attached hereto aa Ezhibit A, 
the Corporation has paid all of ita obligationa that have 

i 

becotue due. 

(h) The Corporation haa good, marketable and valid 
title to all material aaseta owned by it, free and clear of 

all material liena, encumbrances and claims of others. 

* 

(i) The Corporation has complied substantially vith 
all applicable federal and state laws relating to the employment 
of labor, including the provisions thereof relating to wages, 
hours, collective bargaining and the payment of social security 
taxes, and is not liabla for any arrears of wages or any tax or 
penalties for failure to comply with any of the foregoing« 

There are no material controversies pending or threatened 
between the Corporation and any of its employees. 

(j) Between fi March 31, 1966 and the date of execution 
of this agreement, the Corporation has not paid or declared any 
dividenda onj or made any distribution in respect of, or 
purchased or redeemed any of its oucstanding capital stock. 

(k) On the date of execution of this agreement, the 
Corporation is not, and on the Closing Date the Corporation was 
not party to: 

1. Any employment or other contract with any 
officer or director, other than as herein provided. 
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2. Any materlal contract wtth any person other 
than purchase and sale contracts and other conmitments in the 
ordinary course of business, except for the contracts, leases 

** ' • .Jt ' : ' ' • ; , . ? 

and agreements described in Exhibit hereof. 

. ’ , - . • •• • 

‘ . I , , • • , 

(l) Neither Seller has hed any dealings with any 
person which would entitle such pc:. m to a finder's or 
brokerage fee in connection with this agreement or the transactions 
provided for herein, except MANAGEMENT METHODS, INC. whose fees 

* . i , 

shall be pald by Sellers who hereby indemnlfy Purchaser against 
any llability to it and against any claim of any person on 
account of a finder's or brokerage fee in connection with this 
sale. None of the Sellers has had any dealings with any person 
purportlng to represent or speak for Purchaser other than LeoV 
Lautin. 

(m) The Corporation has paid all taxes imposed upon 
any of its income and has also paid all withholding taxes whlch 
it 1b required to pay, or has established reserves adequate for 
both purposes as shown by Exhiblt A kxaXa hereto attached and 
there is no unpaid deflciency in any income taxes up to and 
including the date of execution of this agreement. If any 
liabillty is hereafter assessed against the Corporatioa for 
wlnttm income or withholding taxes respecting any period prior 
to the date of execution of this agreement, Sellers shall pay 
such assessment together with all interest and penalties and 
this covenant shall be for the benefit of both Purchaser and 








V. 
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«md.Warran' frey , 

Purchaae^ represents , warrants and agrees to and 
wlth the Sellers as follows: 

* * • i» * • 

• • • # • t 

(a) On the date of executlon of thls agreement, 

Purchaser is, and at the Closing Date was, a corporation duly 
organized, validly existing end in good standing under the laws 
of the State of New York« 

. ' • • • 

(b) On the date of execution of this agreexnent, the 

execution by Purchaser is duly authorized by appropriate corpo- 
rate action and it has, and wiil continue to have, full y power 
and authority to carry out the transactions contemplated by 
this agreement. 

(c) The execution of this agreement by Purchaser, and 
the consummation by Purchaser of the transactions hereby con- 
templated, do not and will not violate any provision of law or 
of Purchaser*s d Certificate of Incorporation or Dy-Laws or 
result in a breach of, or con&titute a default under, any 
agreement, indenture, or other instrument to which Purchaser is 
a party or by which it or any of its property may be bound or 
affected. 

(d) Purchaser will not cause the issuance of any 
additional shares of stock of the Corporation mt nor will it in 

in any way cause the collateral to be granted to Sellers hereunder 
to become less than all of the issued and outstanding capital 
stock of the Corporation.__ 
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VI. Condltlon» Pracedent to Clpsfci&i. 


(a) Purchaser*8 obligatlon to complete the purchase 
of any of the Shares hereunder shall be subject totha performance 
by the Sellers of thelr agreements hereunder to be performed, 
on or before the Clostng Date, to the material accuracy and 
correctness on the date of execution of this agreement and at 
settlement of the representations and warranties o f the Sellers 
contained herein and to the further conditions that* 

1. The Sellers shall have delivered Uo Purchaser 
at settlement a certificaf.e of the Sellera to the effect that 
the reprasentations and warranties of the Sellers as set forth 

in paragraph IV (a), (b), (e), (f), (g) * (h)» (i)» (J)» (^)» 

(1), (m) of this agreement are true and correct aa of the date 
of settlement and that the reprisentations and warranties of 
the Sellers as set forth in paragraph IV (c) f (d) are still, 
as of the date of settlement, true and correct as of the dates 
set forth in said paragraphs. 

2. The Directora of Purchaser shall have 

» • 

authorized the execution and consunmation of this agreensßnt and 
the transactions contemplated hereby. 

3. The By-Laws of the Corporation as at settlemen 

shall provide: 

(i) for a Board of Directors consisting of 


three (3) persona. 
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(II) that no asaets nay be sold other than 
In the ordinary coursa of buslness wlthout approval by the 
Selling Stockholders, 

(III) that the Presldsnt shall be the chlef 
exeeutlve officer of the Corporati«n, and 

(Iw) that the Rv'-Laws may be amended only 
by the Board of Direetors with tha apr.roval of the stockholders, bui 
may not be amended to conflict wj.th srrr of the provtsions of thls 
agreement. 

(b) The ScXlcrn' ohlirjatlona to complete the sale of 
any capital ntock o£ thc Cr.‘tpa*rcticr ’nreunder shall be subject 
to the performanc.e by tfcc rur.Viasar of. ita agreements hereunder 
to be performed at settlemeat 9 to fchc «iafcerial accuracy and 
Ci xe vtness of the dafce of exocufcioca rf fchis agreement and at 
settlement of t j represcntntiona and warranties of Purchaser 
contained herein, and to fcbc further conditions that Purchaser 
shall hava delivered to fcho SeLlcrn at scuC^ement a certlflcate 
of Purche3er to the effecfc fchat fcha rnprcsentations and warranties 
of Purchaser as set fortb in paregraph V (a), (b), (c) are true 
and correct as of the date of sefctlement. 

VII, Settlement . 

(a) The settler'ent rhall take place at the law offices 
of Kisenberg & Solomon at 41 Ear.fc 42nd Street, New York, New York, 












» ■■■ » ■ 11 1 ■> 
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°n the 24th day of June, 1966, as of the openlng of buslneaa 
«i July 1, 1966, which latter date la hereln called the 
"Closing Date'*. 


(b> At 8ettlement Sellers ahall: 


• » Dellver the certlflcate requlred purauant 

to paragraph VI (a) ’ hereof. 


2. Dalxver to Purchaser certlflcatea reprea 
all of the sharea of capital stock nold pursuant hereto, 
which certificates shall be duly endoroed for transfer and 
shall have ali appropriate federal and state tranafer tax 
8tamps affixed, at Sellera 1 cost. 


3. Deliver to Purchaser reaignations of all 
officera and directors of the Corporation. - ‘ 


(c) At settleoent Purchaser shall 


1. Deliver the certificate requirod purauant 
o paragraph VI (b) hereof. 


2. Issue its non-interest bearlng, non- 
nogotiable note to Sellers for the payment to be made on 

• y. 

September 1, 1966, as provided by paragraph II (b) "l" hereof 






«r ' . 


VIII. Co] 
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• •. . * : • r :v ••■" ? .* •« 

. • * » *. • 


Upon recolpt by the Furchaeer of the certiflcatea 
for the Sharea to be deltvered to it at setclement» Purchaaer 
shall cause new certtflcatea to be iasued tn ite name. The ■ 

new certtftcates shall bear a legend on thelr face to the ■ 

, ’ '•'•- ■ ,*•• .' V'. • 

effact that 9 8everally, a aale, aastgnment or hypothecatton 

» . • • ' v 

< , . * V 

shall be subject to the terma of thts agreement and other 
agreements in connectton herewith execute*; as o£ June 1 9 1966, 
on file wtth the Corporation. Stmtlarly, the stock trensfer 
record book shall bear a notatton that said certlficates are 
held in escrow under the terms o£ the agreement and may he 
transferred oaly in accordance herewith. Purchaser shall 
deltver such new certtftcates, wtth stock powers afftxed thereto 
duly endorsed in blank, to the Eacrow Agent, as escrow agent 
hereunder, and shall trrevocably destgnate the Eacrow Agent ita 
agent.to recetve dtvldends and distrlbutions tn respect of the 
Shares and to endorse any drafts or checks representtng such 
dtvtdends. Purchaser shall nevertheless retain and be entitled 
to exerciae all rights of ownership of the Shares, tncludtng but 
not llmited to votlng rights. The Escrow Agent shall hold auch 
certificates in escrow (without transferring tha Shares thereby 
represenfed on the books of the Corporation) as collateral 
security, for the payment by Purchaser of the purchase prtce 
and the fulflllment by Purchaser of its other obllgatlone and 
liabilities hereunder and the Escroxy Agent shall dispose of the 
dividends and distributions recelved ln reapect of the Shares 
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certificates, together with any additional Collateral Security 
received by the Eacrow Agent during the escrow, are herein- 
after E-.metimes called the “Collateral Security") as follows: 

( a ) Upon receipt by the F.scrow Agent of any dividenda 
or distributions in respect of tho Shares other than in caah, 
the Escrow Agent shall rotain fcho sana in escrow as additional 
collateral sectxrity hereundor. 

(b> Upon receipt by the Escrow Agent of any dividends 
or distributions in resj>ect of the Shares in cash, the Escrow 
Agent shall pay the appropriate portion thereof in accordance 

i 

with this agreement to the Seüers for Purchasar's account on 
account of the amount or amounts curwwtly payable in respect 
of the unpaid amount of the pnrcbane price. If any balance of 
said cash ahall then remain, tmXesn the Escrow Agent shall have 
received written notice from tho SoUers pursuant to paragraph 
"III” hereof declaring the full unpaid amount of the purcha3e 
price to be iranediately due and payable, the Escrow Agent shall 
pay such remaining balance to Purchaser. 

(c) Upon the request o£ the Seliers after declaration 
of default as provided in paragraph "III" hereof (unless (1) such 
declaration shall have been rescinded and annulled as in said 
paragraph "III" provided, or (2) after such declaration Purchaser 
shall have delivered to tho Escror-? Agent either satisfactory 
proof of payment of the purchaso price in full or notice that it 
disputes the occurrence of the Rtrant of Default and satisfactory 
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n 


evidence that it haa initiated arfcitration to determine the 
diapute), the Eacrow Agent shall use lts best ef forta to sell 
tha Collateral Security then held by it, at a private sale, to 
be condurted in its main banking officea, for the highest price 
bid at such sale for all property fceing aold. At any such sale, 
the Shares and any other Coliaterol Pecurity then held by the 
Escrow Agent heretmder sball be of^orM for sale and sold only 
as an entirety. The Escrot'» Agent nhall give Purchaser and the 
Sellers at least five (5) fitll buofness days notice of the time 
and place of any such salo,, fc*tt any auoh sale may be made by the 
Escrow Agent without dempnd or performance, advertisement or 
any other notice to any othcr pornm. The Sellers shall have 
the right upon any such sale, tr> pnrchase the Collateral Security 
so sold, for their ovm aaeotmr nxtA nithout accountability to 
the Corporation, free from ary right or equity of redemption in 
Purchaser, which right or equlty :ts hereby expressly waived and 
released. 

(d) The proceeds of any ouch sale, under paragraph 
"VIII" (c) hereof, shall be oppliod first to the payment of all 
expenses of sale, including the roasonable fees, reasonable 
expenses and reasonable counnel fo.os of the Escrow Agentj second, 
to the payment of any amount otherrvise owing to the Escrow Agent 
as Escrowee hereunder; and th?.rd, to the payment of the unpaid 
amour.t of the purchase price and any other obligations or 
liabilities of Purchaser hereunder. Any balance of such proceeds 
then remaining shall be paid to Purchaser. 
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(e) Whether or not such proceeda ahail be sufficient 
to pay in full the unpaid amount of the purchase price and all 
rther liabilities and obligations of Purchaser hereunder, in 
the event of default Purchaoer*s liability for the purcha-e price 

° r ° therwiae xmdeT thia agreement shall not extend beyond the 
proceeds of the sale of tbo CoUateral Security held by the 
Escrow Âgent and Purchasor *ha\\ bm no personal liability of 
any sort whatsoever for the paymont of any deficiency to anyone; 
it being intended that, in the event. of default, Purehaser's 
obligations under thio agrreement ohaU be enforceable only from 
the proceeds, if any, of tho er.le r* tho Collateral Security. 

(f) In the event of default, Sellers shall not be 
required to retum to Purchaser anv payments which they have 
theretofore received hereunder on nccount of the purchase price 
and Purchaser shall not be roquirod to oay to Sellers or to 

the Corporation any moneys recelrred by or on behalf of Purchaser 
at any time from tha Corporatlon. 

(g) In making any paymamit hereunder, the Escrow 
Agent shall be entitled to rely upon the written advice of the 
independent accountants then retalned hy the Corporation as to 
the araount or amounts currently payable in respect of the unpaid 

amount of the purchase price. If, P ri or to making any 
payment on the basis of such advico, the Escrow Agent shall 
recelve written request from eitbcr party for any payment 
inconsistent with said accountantn' advice, or shall receive 
written notice of objection by either partv to tho ......_ 


r 
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payment, tha Escrow Agent shall nohlfy the other party concemed 
and shall withhold payment until elther (1) wrltten ccmsent o£ 
both parties has been received, or (2) the rights of the Sellers 
and Purchaser shall have been finally determined by an arbitration 
tribunal, or finally adjudicated in a court, assuming and having 

ß . * ** 

jurisdiction of the paor tho puhjcct matter. The Escrow 
Agent shall then maha paymcnt in accordance with auch «r 
written consent, or the final award of the arbitration tribunal 
or the flnal Judgment or deeree of the court, as the case may be, 
upon receipt of the satisfactory evidence thereof. 

(h) The escrow prouided for herein shall terminate, 
and the responsibility of the Escttot-t Ägent therefor shall cease, 
in any of the foilowing eventai 

. The sale o': tbe Coilateral Security and the 
distributlon of the proceeds of ßale, as provided in paragraph 
"VIII” (c) hereof. 


2. The receipt hy the Escrow Agent of termina- 

4 

tion instructions from both Purchasor and the Sellers and the 

as 

payment of all amounts owing to the Escrow Agent bx Escrowee or 

for Escrow services hereunder, in vihich event the Escrow Agent 

. * * • 

shall deliver any Collateral Security then held as stated in 
such instructions. 


\ 


3. The rece5.pt by the Escrow Agent of evidence 
of payment of all amounts payable bv Purchaser plbc pursuant to 
paragraph II hereof and the payment of all amounts owlng to the 
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'Sscrow Agent hereunder, in which event the Escrow Agent shall 
deliver to Purchaser any Collatsral Security then held by the 
Escrow Agent hereunder, in which event the Escrow Agent shalX 
deliver to Purchaser any Collateral Security then held by the 
Escrow Agent hereunder, in due form for transfer; provided, 
however, that the Escrow Agent shall üfztxx first give five (5) 
days written notice to Sellero and if Sellers shall within such 
period dispute that such payment haa leen made and submit said 
dispute to arbitration in accordance with this agreement, such 
Collateral Security shall nofc be delivered until said dispute 
is sefctled by final order of fche arbifcrafcors or a court having 
jurisdiction thereof. •’ 

(i) Th^ Corporafcion shall pay all of the reasonable 

v 

fees, reasonable expenseo rnd rcasonahle counsel fees of the 
Escrow Agent in connection with thc fzsejR acceptance and performance 
of its duties as Escrow Agenfc. 

(j) If the Escrow Agenfc so requests, the Sellers and 
Purchaser shall enter into a separate Escrow Agreement with the 
Escrow Agent for holding the Shares as Collateral Security for 
payment of the purchase price on r.uch terms, conditions and 
provisions as shall be mutually agreeable, including but not 
limiteo to such other and further provisions as the Escrow Agent 
shall deem necessary or appropriafce in ifcs own lnterests. In 
the evenfc of any confllcfc or inccnsisfcency befcween the provisions 
of fchls agreement and any such separafce Escrow Aga Agreemenfc, 
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and thls agraemer t shall be deemed amended accordlngly. The 
terms of the eacrow provtded for herein, whether embodied in 
thia agreement or in any aeparate Eacrow Ags Agreement, may 
be modified from time to time by inatructions to the Escrow 
Agent given Jointly by Purchaser and the Sellera in wrlting 
provided that no cbange nffecting tlio obligations t duties, 
rights or compensatlon of tbn Enerow Agont may th ns be made 
without the consent of tho Encrm-J Agont. 

(k) Anything hereinabouo rmtained to the contrary 
notwithstanding, tho Esorcw Agonf: nhall not be required to 
offer for sale or to ficlJ. tho nolintJoral Securlty until it 
shall have received evid.o’orio nntir^oo'iory to it that such 
offering and sale wouid n.rt roouiro registration under the 
provislons of the Securiftion Aot n'! if)33„ as amended. If the 
Escrow Agent shall deelino to o^fTo'r the Collateral Securlty for 
S sslßj or to sell the CoX3,atoroi Toourity, because it is not 
satisfied that such offering n*r n.oio would not require such 
registration, or if for any rrorn, other than the pendency of 
an arbitration proceeding vit" 1 . rorooct to the occurrence of the 
Event of Default involved, tbo noio of the Collateral Securlty 
shall not be effected within r-?.o h—itdired (100) days after 
receipt by the Escrow Agent of: tho Sollers* declaration of 
default, then in either suob. fnrtmoo the Sellers shall have 
the right to repurchase the Phoron for the price of $1.00. 

Upon such repurchase of the Pfcnrcn hy the Sellers, or if Sellers 
fail to repurchase, such retontion of the Shares by Purchaser, 
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as tha case may ba v t le parties shall have no further rights 
or obligations with r*)spect to each other hereunder. 

IX. Management . 

Ilntil the purchaae price is fully paid v the parties 
hereto agree that the following conditicms shall obtain in 
connection w?.th the managoment o£ the buslness of the Corporation 
and that they will ensert their bort nfforts to enable and cause 
the Corporation to carry out the torms of thia agreement and to 
take all requisite action to give «ffect to the following pro- 
visions: / 

(a) The Presidcnt of tho Corporation shall be the 
Chief Executive offieer of the Co-?porratic»n and v without limita- 
tion thereto, shall bavo the authority to sign checks on behalf 
of the Corporation on nll nccmmf.r of the Corporation and to 
borrow money on behalf of the Corporation in the ordinatz course 
of business without necessity o£ nignature or consent of any 
other person. Similarly, approprinta action shall be taken to 
designate such other signatory orr nignatories to sign checks 

on behalf of the Corporaticm as may be designated by the 
President of the Corporation. 

(b) The accountants and attomeys for the Corporation 
shall be sdected by the Preaidont nf. the Corporation. 

(c) At the request nf Purchaser, the Corporation shall 
be induded in the x consolidated Pederal income tax retum of 
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Purchaser, and Purchaser agreea that, to the extent allowed by 
Federal Income tax laws, lt wtll lnclv.de the operations of the 
Corporation in its consolidated Federal lncome tax returns for 
the period from July 1, 1966 and x£ thereafter whlle thls 
agreement ls in effect, so long as consolidated returns are 
filed. However, in no event shal.l the deduction for Federal 
income taxes provlded for in paragraph XI (f) hereof, in 
determining tha net income after provislon for all taxes properly 
accruable, be charged against the net proceeds of the Corporation 
in an amount in excess of the tax v?bich would be chargeable 
against such proceeds without referen^e to the consolidated 
returns. 

X. Withdrawals From the Corporation . 

Until the purchase price rhall have been paid in full, 

unless the payment of such dividends shall be prohibited by law, 

\ 

the parties shall cause the Corporation to pay from time to time 

such cash dividends on the stock sold hereunder as Purchaser 

shall request, provided, however, that the amount of any proposed 

dividend plus the aggregate amount of all ca9h dividends declared 

or paid after the Closing Date shall not exceed an amount equal 

to $_ plus the net incoma ot the Corporatlon irom the 

next 

Closlng Date to the end of the calendar quarter naxg preceding 
the declaratlon of the proposed dlvldcnd. For the purposes of 
this paragraph, "net income" shall be computed before Federal 
income taxes for the perlod from thc Closlng Date to and lncluding 

. and after all taxes properly accruable for 
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the perlod thereafter. The fallure of the independent account- 
ants then retatned by tha Corporatlon to submit to tbe Corporatlon 

and Purchaser, by_of each year, thelr report 

in respect to each of such next preceding quarterly period or 
calendar year, as the caoe may be, ao required by paragraph II 
(b), "2," "3," and "A" of thio agrer^enf: shall not prevent 
Purchaaer from requesting, nor Corjr-«vrn~ion from paying, dividends 
in such amount ao may be reasonably ostimated by Purchaser and 
Sellers to be so declnred in accordnnco with the provisions of 
this paragraph. In the event of n dlsagreement ln the estimates 
by Purchaser and Sellers, tbo matfor nhall be submitted to 
arbitration as provided 1n pnrnqrnph "XV” hereof. 

XI. Betueen the date heroof and settlement the Sellers 
shall supply to Purchaser sur.h ?nformation concerning the Sellers 
as Purchaaer may reasonably req»j.est, and shall provide reasonable 
access to the books and records of the Corporation. 

XII. No announcement to the p**oss shall be made and no othet 
publicity shall be given or alloned nith respect to the trans- 
actions provlded for herein, excopt ns shall have been agfeed 
upon by the Sellers and Purcharor. 

XIII. Thare have been no representatlons made by either 
party except as stated herein. All repreccntations and warrantie« 
and agreaments made herein shall nmnrive the Closing. Purchaser 
shall have the right, after ton 0-0) days notice and after 


/ 


v 
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arbitratlon, if requestad, to set off against any payuents due 

hereunder on account of the purchase price any damages suffered 

. • , ■ ■ . .. •• • ■ • ; •: • ’ . .. . . . • 

by Purchaser and/or the Corpo • cion by reason of a breach of a 

• * • , * ♦ r # ..1»'®.% 

varranty made berein, obligation or liability of the Sellera 

to Purchaser resulting from any representatlon, warranty or 

. , • • . , . . • . • • • 

agreement of eithar of the Sellers, Thnre shall be no double 
recovery on account of nny broach of warranty. 

XIV. Service of process on either Sellor in any matter 
arislng under this Agreement shall be deemed valid service of 
process upon both of them. 

XV. Any controversy or r.laljn arislng out of or relatlng 
to this contract, or the breach thereof, shall be settled by 
arbitration n accordance with the Rules of the American 
Arbitration Assodation, and judgment upon the award rendered 
by the arbitrator may be entered in any court having juris- 
diction thereof. 

XVI. AII notices, consents, requests, approvals, 
instructiona and other communications provided for herein shall 
be validly given or made if in writing and delivered peraonally 
or mailed, registered or certified mail with postage prepaid, 
to the person entitled or required to receive the same, at 

the following addresses: 

(a) If to the Sallerc to _ ... . - 

_, with a copy to: 
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or at auch other addrasses as Sellers shall notlfy Purchaser. 

• . t 

(b) If to Purchaaer to . 

_, with a copy tos 

or at such other address as Purchaser shall notlfy the Sellers. 
Äny such coomunicatlon shall be deemed to have been given or 
made as of the date of delivery. 

XVII. From and after the Closing Date, all enterprises, 
agreements and rights of any natura v?hatsoever concerning 
Corporation and any activities carried on in connection with 
the business of the Corporation, whether such enterprises , 
agreements, rights and activities exist at the Closing Date or 
are indicated thereafter, shall be the property solely of tbe 
Corporation and all income, royalties and rights derived 
therefrom shall likewise be the sole property of the Corporation. 
Sellers and their husbands agree that none of them will engage, 
directly or indirectly, as an employee, agent, lender, investor 
or in any other manner or capacity, ln a business Iwiit a rt la ily i A 
substantially competitive in any way with gitta the Corporation 
for a period which shall end on the earlier of: 

(a) Two (2) yeara after the date on which the purchase 
price payable hereunder shall have heen paid in full; or 

_(b) 


Default hy Purchaser which shall not have been 
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either cured or waived as provided b y the teraa of thi» 
Agreeooent. 

Nothlng contalned heretn shall prohlblt Sellera frc. 
engaglng in an, plastlc and/or wire business not in sub»t«tlal 
competition with the Corporation after the expiratlon of on. 

(1) year after the date on which Purchaser shall have pald in 
full the balance due under this igreement. 

XVIII. As of on or before tho Closing Date tbe Co^ration 

shall enter into an emplojsnent agreement with Aaron Kraut anu 
Harry Kraut. 

XIX. This Agreement ahall l>e conatrued and enforced in * 
accordance with the laws of the State of New York. 

XX. This Agreement may not be modified or discharged 
orally and shall be binding upon and inure to the benefit of 
the parties hereto, and their respectiva heirs, legal repre- 
sentatives, successors and assigns. Neither party may assign, 
sell or transfer its interest in this Agreement without the 
prior written consent of either party, except that neither 
party will unreasonably withhold its consent. 


IN WITNESS WHEREOF, we hava hereunto affixed our 





I 


Petitioner»’ Exhibit S-E 


V' 
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AGKKEMENT made the 15th dey of Jxme, 1966, by «nd 
between WILSON MOU) & DIE CORP. (hereinafter referrec» to aa 
the , ‘A»eIgnor’ , ) and IRIS KRAUT and MARIAN KRAUT of 315 Vlrginia 
Avenue, Oceanslde and 5602 Fresh MeadOT Lane, Fluthing, 
respectively, (horeinaftcr collectivaly cal3.ed tbe r, Sellera ) 
and the CATHEDRAL OF TCMORSOW, INC,, an incorporated Church 
within the Evangelist Falth, of Cuyohoga Fall3, Ohio (hereinafter 
callad th« "Buyer” or * Purchasor* ). 

WITMESSETH 

4 — 

*» 

WHEREAS, under date o£ Mny 31, 1966 the Assignor 
contracted to purchase all of thc iasued and outstanding 
shares of stock of NA5SAU FXASTXC & KIRE CORP. (a New York 
corporation hereinafter refcrred to as the r, Corporation ); 
and 

WHEREAS, tbe Assignor is unable to proceed with 
the ,r Cloaing H on or before June 25, 1966 as set forth in that 
Agreement; and 

VjHEREAS , the Assignor and the Sellers bave agreed 
that the Buyer shall be substituted for the Assignor in the 
purchase of the aforesaid sharea of stock; and ^ 
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> WHEREAS , the Purchaaer and the Sellers have egreed 
to releeee the Aeslgnor - providing however thet the 
Purcheeer eeeunae ell of the dutlee end obligetlone of the 

Ae^ignor under the contract deted Hay 31, 1966 ee eforeeeid 9 

** • *. . > • . 

and further providing thet the amendmanta end eddltiona to 

V 

that cootrect ee herein - efter set forth and approved by 
all the perties. 

HOW, THERKPÖRK, in conaideretion of tha prendsee 

end of the nutuel covenante heroin contained, it is agreed 

\ 

% 

as followe: 

A RTICL8 FIHST : 

A. The Purcheaer dcea hereby asaume ell of tbe 
righte, dutiee end obligetione of Wilson Hold & Die Corp. 
which erise under the Agreement dated Hay 31, 1966 by and 
between aaid Corporatioo and the Sellera. 

■4 % B. The Sellers do hereby consent to eeid 

aeeignmcnt end releaee the Assignor from eny end all of 
ite dutiee end obligatione under said Hay 31, 1966 Agree- 
ment. 

• •" \ » •' 

ARTICLS SECOHD : 

Aa inducement, each to the other, the partiea 
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herato do hereby cooeent to th. eoendoents «nd additioo» 
to the May 31, 1966 Agreennmt as hereinbelow set forth 
and do fureher stat« that shonlf my conflict in interpre- 
tar.ioo of rights, .nles or ohligatloo. arls. bet»«n the 
instant Agreenent and that o« May 31, 1966 then, and 1» 
any such event, the instant Agreecsnt shall supersed« that 


of May 31» 1966, 

v 

ATITTCLE THIRD: PISS0UJTZ08 AH® LXQnpATIOH OF 
*-- MASSAJ1 PIASTXG & WXHB COPvP.- 


A. The Bwyer shall tahe all such actlon aa oay 
b. required so that on or as of 25, 1966 H..«u PUstic . 

sh.ll be liquidated snd all of its assets distrlbuted to the. 
Buyer. Similtaneously with the erecutioo of thU Agreeaent, 
th. Buyer, ulth th. coneent of the ntochholders and dlrectors 
of tbe Sellers, shall take steps fortheith to accooplish the 

following: 

(a) Creata a separato operatUg-sumufacturing 
unit, owned by Che Buyer, to be denooineted and taunm 
as Hassau PUstic (hereinafter sooetinee Uterchangeably 
referred to as "Hassau Plnstlo £> Hir. Co.” or the 
••Operating Unlf' or "OperatUg Company’') i the Buyer to 
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(b) Xhe uame of Nassau Plastlc & Wire Corp 
shall be changed forthwith, to such name as the 

l ■ , . . 

Buyer may designate. 


A new cmcporation \hali be. formed simuXtaneohsly 


iame, to be lcnovra\as Nass 


reiAafter sbmetimes Vterchan^ ibly be referred, to as 
ag ( >mpWt Compakjy" or , ’K^nagement\Corpor\tion". \ 


C. The Buyer and Sellers agree that they shall 
execute such consenta, minutes and documenta aa may be 
necessary to aid in effectuating the above. 


ARTICLE FOUKXH : CQNSIDERAT10N ANP PAYM ENT THEREOF, 





a 


« 
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B. The purchase prlcs for «11 o£ the stock sold 

under thls Agreement shall be not less than $500,000 (herein- 

after callad the ’^Mlnlnum Price") nor oore than $3 1/2 mllllon 

(hereinaf ter called the ' Maxtnaum Price' ). The purchase price 

. shall be paid by the Purchaaer to the SelLers at the following 

time in the following mann.er and to fiboi cxtent set forth 

below: 

(a) For the poriod from June 25, 1966 to 
July 1, 1966, 3.007* of the net income of the 
Corporation shall belong fio tho Sellers; the 
Purchasera shall receivo credifi for said amount 
toward the purehase price. 

(b) $50,000 on or before August 1, 1966. 

(c) For the balance of. fihe year 1966 and 

in each of the years 1967 fihrough 1976 terminating 
however on Juae 30, 1976 inclusive, unless the 
Maximum Prf.ce be paid in full prior thereto; 

with the 15th of October 1966 and 
on the 15 th day of each Janunry, April, July and 
Octöber thereafter in respecfi to each preceding 
quarterly perlod from July 1, 1966 through *' 

june 30, 1976, an amount equal to 75X of the 
Corporations net income before Federal incotne 
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tuucaa for each o£ such next precedlng fiscal 
perioda. In the event a loaa occurs ln any 
qusrterly period, said loss shall be utilized 
aa an offset In each of tho nucceeding quarterly 
periods (untiX aald losa ha« heen recouped) 
before paysoenta to the FnXlera nre resuwed. 

(d) In any event nnd notwithatanding any 

provision in this Agrcersn': wifcb. raopsct to the 
contingent defsrrn?. of ÄnnfcaXJracnfc payments of 
tbe Furchase Prico, fcho Miniirura Price 

referred to abovo ond nnv norfcion of the Maximum 
Pzi.ce referrcd to nbn-*o which Sellera may become 
enfcitled to receivn ehnXX bo paid in full on or 
before July 15, 1976. 

(e) The Purchasor wnp prepay afc any time 
all or any parfc of tho ttapnid araounfc of the 
Maximum Pxrlce. 

ARXICLE FIFTH : COHSIPERATXC*! - AhPITIONAL PROVISIONS . 

A. The considernfc5.co. for the coomon stock being 
purchased herexmder shall be cmpnted in accordance with 
the provisiona of thia AETICU 7 . P7 T ''7Fl and shall be paid to the 
Sellers in installments by cheoTx or checks of the Operating 
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Company, deslgnated by the Buyer, to wit Nassau Plastlc * Wire 
Co., within 15 days after receipt by the Buyer pnd the 
Managing G e rporo t i o n of the statement of net income referred 
tc in aubparagraph (b) of thia ARTICLE FIFTH.. The operating 
unit shall issue its nhechs to Irvi.ng Trust Company of New 
York, which bank has agreed to disburse said checks to the 
Sellers, to the Buyer and others, all as listed in an agree- 
ment with the bank, hereinafter set forth as Exhibit " 

Upon the liquidation of Nassau PJ.actic into the Buyer on or 

♦ 

as of June 25, 1966, the businens operations and liabilities 
of Nassau Plastic shall be segrogated for accounting purposes 
into the self contained unit whicb, as indicated in ARTICLE 
THIRD of this Agreement, and for tbe purpose of this Agree- 
ment is refexrred to as Nassau Plastic & Wire Co., the 
Operating Unit or the Operating Company. 

B. For the purposea of thls Agreement the net 
income of the Operating Company sball be computed on a 
quarterly basis with a fiscal year cmding on June 30th of 
each year. 

(a) There shall be paid 75% of the net eamings 

of the Operating Company as computed under the 

/ 

accounting principles set forth in subdivisions (b) 
and (c) of this ARTICLE FIFTH for each of the quarterly 
periods noted above. 
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(b) Computation o£ net income of Nassau Plastic & 


Wir»-» Co. for the purposes of this ARTICLE FIPTH, the 
net income of the Operating Corapany ahall be computed 
by the then certified public accoxmtant(s) regularly 
employed hy said Operating Company. Said accountant, 
not later than 15 days after the closing of the 
accounting period shall rieliver to the Buyer, to the 
Sellera, to the Treanuror or Controller of the 
Operating Cerpany t.ion: 

1. A stutcmont of the nst income of 
the Operating l’nit for the proceding period 
prepared by said cartified public accoutitant(s) , 
v»hich statcment sball classify in reasonable 
detail all items of income and deductions or 
expenses, and shall contain a statement by such 
accountant that such net income has been computed 
in accordance with tho tcTrras of this Agreement 
and otherwise in acc.ordance with generally 
accepted accounting principles consistently 
applied; and 

2. To the Trensurer, Comptroller or 
principal officer of the Buyer a certificate 
to the effect that tho nforesaid statement is 


ß 



c 
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correct to the best of hla knowledge p lnformetloo 
and belief. Xhe aforesald stateinent of such 
accountant(s) ahall be concluaive in the determi- 
nation of "net inconxe'* tmder the terns of thia 
Agreerent, unless within thirty- (30) days after 
the receipt of ony such stateioent either partrj 
shall notify tho other (>»ia reglstered sxail, 
return receipt rcquostsi) that said party designatea 
an independent Cortificd Public Accountant to 
an lndependent dotaraimotion of the net incone 
covered by such .otntoronf:. The p^rty ao requesting 
the independent r.udlt shall bear the expense and 
pay the Certified F?’blic Accountant so designated. 
The Certified Public Accountant so deslgnated shall 
bave the right to inspect the boolcs and records of 
the Operating Company as pertain to such determina- 
tioa;said lnspection to occur on the premises of 
the Operatlng Company during regular business houra. 
In the event said designated Certified Public 
Accountant(a) reach a different determination of 
the net income of the Operating Company, then the 
parties hereto will atteopt to resolve such dia- 
agreement by negotiation. Ii: such disogreement is 
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noC chus resolved, then Che Certified Public 
Accountumt of the Sellera shall Jointly deelgnate 
a flrn of independent Certified Publlc Accountant(s) 
(which hes not been retnined by either of the 
partiea withln tha pant ten (10) years) to act as 
arbitrator, and the deciaion of the arbitrator shall 
be bindlng upcn both pnrties as i£ rendered in a 
Court of final jtiriadicnion. Each party shall pay 
his own accountant crA one-half of the expenses o£ 
the arbitratcr shall bn paid by the Buyer and the 
other half by the Sellers. 

(c) Cerai n ,Ac pqunt i n «> Principle3 _in_ C oc ^ jüag. th& 
net Incooe of the Opemtiny. Companv : 

Motwlthstanding any reference in this Agreement to 
"generally accepted accomting principlea“ in computing 
the "net income" of the Operating Company for tha purpose 
of ARXICLE PIFTH and thls Agreement, the following 
principles shall govem: 

1. No charge or deduction will be made 
for federal income taxes, but any other appli- 
cable Federal, State and Local taxea, actually 
paid, sliall be charged; 
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2. Capital improvements made by the 
Operating Company or the Buyer, i£ any, on. 
behalf of the Operating Company, shall be 
charged as an expense in the period in which 
said expenditures are made, but no charge 
shall be roade for depreciation or amortiza- 
tion o£ these same Capital improvementa; 

3. Only those contingent liabilities 

and reserves consistent with the past practices 
of the Corporation (Fassau Plastic) shall be 
charged, unleos hhe nhen attomey for the 
Operating Company o-r—' •ho M a nageroont-Compony 
(in the instance re.%erred to in subdivision (b) 
hereinabove) giveo his opinion that the Operating 
Company or the Buyer will be held financially 
responsible tinder lawsuits, actions or claims 
of third parties. 

4. Interest payments made shall be 
charged against net income. Payments made 
with respect to amortization or reduction of 
principal of debt, if any, shall not be charged 
against income. 

5. Each fiscal period will be treated 
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2. Capltal improvements mide by the 
Operating Company or the Buyer, if any, on. 
behalf of the Operating Company, shall be 
chargad as an expense in the period in which 
said expenditures are made, but no charge 
shall ba made for depreciation or amortiza** 
tion of these same Capital improvements; 

3. Only those contingent liabilities 

and reserves consistent with the past practices 
of the Corporation (Nassau Plastic) shall be 
charged, unless the then attorney for the 
Operating Company (yg—fc-h-^-M an a gemenb Compony - 
(in the instanco roferred to in subdivision (b) 
hereinabove) giveo his opinion that the Operating 
Company or the Buyer will be held financially 
responsible under lawsuits, actions or claims 
of third parties. 

4. Interest payments made shall be 
charged against net income. Payments made 
with respect to amortization or reductlon of 
princlpal of debt, if any, shall not be charged 
against income. 

5. Each fiscal period will be treated 
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tndepcndently for the purpose of determining 
net incame hereunder. However, lf the incoae 
of the Operating Company for any of the peziode . 
specified in subdivision (a) of thia ARTICLE 

FIPTH shall be a deficit figure, the amount of 

« 

such deficit shall be carried forward and 
treated as an expense of the succeeding periods 
for the purpose of determlning the net income 
of such succeeding periods. 


6. On and after April 15, 1967 the Buyer 
shall have the right to cause the sale, exchange 
or other disposition of all or substantially 
all of the assets and the business then ln the 
n«n»e of Massau Plastic & Vlire Co., but such sale 
shall be subject to the terms and conditions of 

v this Agreement and the agreements attached hereto 

(9 ' • (the "Purchaser" who buys from the Church) 

\ end made a part hereof and the Purchaser/must 

Vi _ , 

xJ/ expressly assume liability thereunder in writing. 

Duplicate originals of all such documenta to be 

new 

executed between the Buyer and the/ Purchaser 
from the Buyer shall be delivered to the Sellers* 
attomey as indicated in this Agreement. In 
any such sale, exchange or other disposition the 
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proceeds realleed bj the Buyer shall ba treated 
as net lncorae of the Operatlng Cotapany for the 
purposea hereof and for the period or perioda 
in which the tranaaction cr transactiona ahall 
have occurred. In any such sale, exchange or 
other disposition (hereinafter referred to as 
'’Transfer”) the Seller shall receive an aaount 
computed as follows: 

(i) To the sum of the consideration paid 
to the Sellers to the date of such ' Transfer" 
shall be added on ^raount po tbat (upon tbe 
Sellers being paid such rn»ount) the Sellera 
would bave rcceived at least the ninicnun ealaa 
price referrod to in this Agreeaent (which is 
$500,000); however if the average for the 
preceding two full quarterly periods, prior to 
such tranaaction when pro.)ected to the end of 
the contract would have resulted in paymenta 
to the Sellers in exeess of said Minimum Price 
then and in such evcnt to the sum of the con- 
sideration paid to the Sellera to the date of 
such f, Transfer” shall be added on amount so 
that (upon the Sellers being paid such amount) 
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the Sellers would hsve received such ao«>unt 
equal to the projected sum hereinabove referred 
to but in no event xoore than the Maximum Price 
of $3 1/2 million. If the ’ Tronsfer , • is for 
other tlvm inaoediate full payment then 75X of 
any dcwn payment plus 75% of any deferred 
payments (as shall be paid to the Sellers in 
accordance vith the computatlons and the 
m<n-iiTHim and max< mim limitatlons established in 
this ßubdivislcm. Pothing in this subdivision 
bowever shall prevent the saie of inventory or 
othsr assets in the ordinary course of business 
vithout the consent of the Selicrs. 

AEOCICLS SIXTH : WORKING CAPIX L. 

A 4 It, during the tetm of this Agreement, in 
the opinion of either the Buyer or the executive 
emp i .oyeea of Nassau PlaBtic, additional vorking capital 
is required for financial reasons, efficient operations, 
of to implement such Agreement, then and in such event 
fhft Buyer and said eraployees shall agree upon the amount 
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or amouats o£ such worklng capital. The Buyer shall attempt 
to obtaia said workiag capital via a loan rrora a recognized 
bank at regularly establisbed banking interest rates. The 
SelXers agree that, i£ requested by the lending bank, they 
will aubordinate their collateral security to suc’a bank loan. 
The interest on such bank loan shall bo charged as an 
operating expense against the net Income for the purposes 
for which it is paid. 

ARTICLE SEVENTH : SSCURITT TO THE SEUJSRS 

A. Simultaneously with the acquisition by tha 
Buyer from Nassau Plastic & Wire Corp.» of all the assets 
and property of Nassau Plastic, the Buyer will secure ita 
obligations hersunder to tho Sellers by tbe execution and 
delivery, in favor of the Sellers, of security agreements 
covering all of tho assets and property of Nassau Plaatic & 
Wire Corp., including, but not limited to, tb« following: 

(1) accounts receivable; (2) equipment (including, but not 
Ximited to, oachinery, offlce equipmont, trucks and autoa); 
(3) inventory; (4) debt instruments (including, but not 
Ximited to, notes evidencing loans receivable and mortgages); 
and (5) cash and bank accounts. Sald security agreements 
shalX be in form acceptable to the SeXlers and thelr couxisel. 
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All of the foregoing security agreementB shall create liens 
in fftvor of the Seliers subject only to such prior liens which 
iaay exlst as of June 25, 1966, and tbe righta of present and 
futura general creditors for obligations arising in the 

regular course of business, and liens, coliateral or security 

% 

for the loan or loans advanced or to be advanced by any bank. 

B* If by June 30, 1976 the Sellers shall have 
received an aggregate amount of not less than $500,000, then 
and in such event the Sellers shall cancel and satlsfy of 
record all of the security ngreements, financing agreements, * 
D^o^tgages and other documents evidencing any security 
interests in the assets of Rassau Plastic 6. Wire Co. (the 
Operating Company), and this Agreement shall texminate and 
come to an end. 

C. All security agreements given pursuant to this 
clause shall comply wlth the State statut.es where the assets, 
with respect to which such security agreements are given, are 
located. 

ARIICLE EIGKXH : SEPßESEKTAXIOÜlS RE CONDUCT OF BUSINESS AND 

RESIGNATIOWS OF OFFICERS AND DIRECTORS. 

A. Between May 31, 1966 and the date hereof the 
Sellers warrant that Nassau Plfistic has conducted its business 
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ia the same rnaxmer as such business has been conducted hereto 
fore and, except aa stated herein or in the Exhibita and 
Agreements appended hereto, the Sellera have not: 

(a) entered into any contract, coamitxoent or 


undertaking except in the ordinary course of buaineos; 


(b) deciared or made any distribution of any 
kind to ita stockholders; 

(c) made capltal expendlturea aggregating in 

excess of $ 5,000; 

(d) entered into any contract or commitment 
for the future purchase of materials or suppliea in 
excess of requirements for normal operating inventoriea 

(e) amended ita Certificate of Incorporation or 


By-Laws; 

(f) made any changes in the compensation payable 
to or to become payable to any of ita officers, 
employeea ov agents; 

(g) made any changes in its banking arrangements; 

(h) granted or made any change in any penaion 
plan, program or arrangement; 

(i) issued any shares of capital stock or otber 
securities. 
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B» Between M*y 31, 1966 and th« date hereof Sellers 

have caused Nasaau Plastlc to utllize Its best efforts to 

« \S x . 

keep ita buslness organlzations iatact, to keep available the 
services o£ itn present eaployees and to preserve the good 
vill o£ its licennorn, fmppliers, custoiaers, dealers and others 
vith vboo it deals. 

C. The Sellers shall cause a rceeting o£ the Buard 
of Directors of Nassau Plastic to be held forthwith and shall 
submit thereat tbo tr,ittcn resigr itions of the offlcers and 
directors. 

\ ' * 

ARTICLE NINTH : ADDITXOHAL HSPSESENXATIONS AND WARRANIIES 

m SELLERS. _ 

A, Tha SoIIcttd, fco the best of their knowledge and 
helief, jointly and severally, represent and varrant to the 
Buyer as follovs: 

(a) ftassau Plastic ls a corporation düly organized 
and validly exLsting, in good ntanding, under the laws 
of the State of Nev ’fork and hna tho full pover and 
authority to oim its assets ond operate its buaines» in 
the manner cnd in tco placer vhere such assets are 
presently locnted nd ruch husiness in presently operated, 
and the naturo of fch'» businero fcransncted by Nassau 
Plastlc and the character of the ansets owned by it do 
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not require tbe licenaing or quelification of Nassau 
Plaatic aa a foreign corporation vmder the laws of 

r 

any state, the Diatrict of Colmabia, or any foreign 
jurisdiction,. 

(b) Naaaau Plaatic doea not control, directly 
or indirectly, eny other «o»T>oration, aaaociation or 
buaineaa organization and does not have sny aubaidiariea. 

(c) AIX of tbe issued and outatanding aharea of 
capital stock of Baasau PXaatic have been validly 
iaaued, ar® duly outatanding, are fully paid and non- 
aaaeasable. 

(d) Each o£ the SeXXera is the Lawful owner of, 
and haa full right, povjer and authority to transfer, 

8ell and deliver the ahares of stock being sold here- 
under and the delivery of said sharea to the Buyer 
will transfer valid title thereto, free and cleer of 
all liens, encvaabrancea and claiaa of every kind 
whataoever. 

* • 

(e) Raasau PXastic hca no conmitment of any 

kiod reiating to the issuance of stock, whether by 

<■ 

subacription, right of converaion, reorganization, 
option or otherwiae. 

(f) Tbe SeXlers have full rlght, power and 
authority to oell all of the sharea of stock of 



! JA 215 

Nassau PlasClc to be sold pursuant to the terms of 
this Agreement and such sale will not result in the 
breach of, or constitute a default under, or result 
tha creation of any lien, charge or encumbrance 
on the shares of stock to be sold as a result of, any 
exlsCing agreement, indenture or other instrument to 
which the Sellers or Nassau Plastic are parties. 

(g) The financial statements of Nassau Plastic 
period ending Hay 31, 1966 as prepared by 

ffoa)**. t) b» 

(LèTOër4<c.ßo> C.P.A.), coples of which have been 
delivered to the Buyer, are tme and correct and 
complete and fairly present the financial condition 
of Nassau Plastic as of said date and the result of 
the operations of Nassau Plastic for the period 
covered by said Statements. 

(h) Except as and to the extent reflected or 
reserved against in the said financial statements or 
revealed to the Buyer in writing prior to the date 
hereof, Nassau Plastic has not incurred any liability 
or obligation of any nature whether absolute, accrued, 
contingent or otherwise, and whether due or to become 
due, including, without limiting the generality of the 
foregoing, any liability for Federal, State or Local 


JLf 
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lnccxae, excise, sales or other taxea, and the Sellers 
do not know and have no reasonable grounds to know 
of any basis for the assertion against Nassau PLastic 
of any llabllity of any nature or in any amount not 
fully reflected or reserved against in the said 
financial statements, except as have been heretofore 
revealed to tbe Buyer in writing, and except liabillties 
incurred in the ordinary course of business. 

(1) Since the date of its incorporation Nassau 

•• 1 

Plastic has not declared any dividends, issued any 
stocks, bonds, options or any other corporate securities 
other than to the Sellers herein; incurred any 
liabilities or obligations, absolute or contingent, 
except as reflected on the balance sheet; mortgaged, 
pledgad or subjected to lien, charge or any other 
encuobrances, any of its assets; sold or transferred 
any of its tangible assets other than in its ordinary 
course of business or cancelled any debts or claims; 
or suffered any extraordinary losses or knowlngly 
waived any rlghts of substantial value. 

(j) The Corporation has good and marketable 
title to all of its properties and assets. 




4 




cootract or agreement materlally and adversely affecting 
tba buainess» property, assets, operations or condition, 
financial or otberwise, of Sassau Plastic. Except aa ie 
set forth in Exhibit H A'* attached hereto and xaade a part 
hexeof, Nassau Plastic is not a party to any written or 
oral (1) employaent contract with any officer or 
individual eaployee or any profit-sharing plan or bonus 
contract, which will have any effect after June 15, 1966, 
except that certain employees have regularly beon 
receiving bonuaes, (2) distributor or sales ageney 
contract which is not terminable on thirty (30) days or 
less notice, (3) contract with a labor union, (4) con- 
tixnsing contract for tha future purchase of materials, 
supplies or equipment in excess of the reasonably 
anticipated requirements of its business, (5) contlnulng 
contract for the future sale of products after Juna 15, 
1966, (6) contract for the purchase o£ materials, 
supplies or equipment or for the sale of products which 
are at prices unfi. /orable to Nassau Plastic, or (7) 
lease, license or royalty agreement. Nassau Plastic 
is not in default under any contract, agreement or 

- 21 - 



r 




( 


JA 218 

othtf docuaenc to ln said Exhi it A' ) th# 

ji, • 

Sellers hsve no knoeledge of any event, happening, 

\ 

state of facts or intention on the jpart of any person, 
affecting the agreeaents described in Exhibit "A” 
atteched hereto, which niight result in a materially 
adverae effect on the overall operations of the 
business of Waasau Plastic; and true and correct 
copies of all agreementa and docuoents described in 
said Exhibit ”A M vill be delivered to tbe Buyer prior 
to June 25, 1966. 

(1) There are no actions, suits or proceedings 
in any tribunal, whatber or not purportedly involving 
Nassau Plaatic, pending or threatened agalnst or 
affecting Naasau PUstic at law or in equity or in 
admiralty or before or by any Fedaral, State, municipal 
or other governmental departraent, coramission, board, 
bureau, agency or instrumentality, domestic or foreign. 
Naaaau Plastic is not in default with respect to any 
order, writ, injunction or decree of any court or 
Federal, State, municipal or other governmental depart- 
ment, comniission, bosrd, bureau, agency or instru* 
mentality, domestic or foreign. 
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(ra) The business, properties and assets o£ Nassau 
Plastic have not, aince Hay 31, 1966, been materially 
and adversely affected as a result of any fire, explosion, 
earthquake, accident, war, strike, lockout, requisition, 
or taking of property by the ünited States, or any agency 
thereof, flood, drought, erabargo, riot, activity of 
armed forces or act of God or the publlc enemy. 

(n) Since May 31, 1966, there has been no material 
change in the condition, flnancial or otherwise, of 
^ Nassau Plastic as reflected in the financial statements 
^ as of »' May~ 31 , 1966, other than changes occurring in 
K the ordinary course of business, which changes have not 
• adversely affected its business, properties or financial 
position. 


t: REPRESENTATIONS AND WAR5ANTIES BY 


BUYER. 


follows: 


The Buyer represents and warrants to the Sellers as 


(a) The Buyer is an Incorporated, religious 


association duly formed and validly existing under 
the laws of the State of Ohio entitled to own its 
assets and to carry on its functions and activities 
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for Church and Sacerdotal purposea In the placea vhere 
auch assets are preaently owned and such activitiea 
are preaently conducted. 

(b) The Buyer haa full power and authority to 
enter into thia Agreeaont and this Agreement when 
signed on behalf o£ the Buyer ahall be a valid 
Agreement enforceable against lt in accordance vith 
its terms. 

(c) The Buyer is exetnpt from taxation under 
Sections 501 and 511 of the Intemal Ravenue Code of 
1954, and is so recognized under the Intemal Ravenue 
Code, and is not now engaged in, or threatened vith 
any litigation or govemoental proceedlng aimed at the 
possibllity of removing said exemptlon undar the 
Zntemal Eavenue Code. 

(d) The Buyer ie not now in default in tha payment 
of any of ita obligations. 

(e) The Buyar has mada an lndependent investiga- 
tion and doas not rely on any oral representations or 
varranties. 

AKTICLE ELEVENTH ; NATURE ANP SURVIVAL 0P REPRESENTATIOHS. ETC . 

A. All statements contained in any document-3 signed 
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by or oa behalf of th« Seller«, thetr counsel or by or on 
behalf of the Buyer or tt9 counsel pursuant hereto or ln 
connectton with the transactlons contemplated hereby ßhall 
be deemed representatlons and varranties by the Sellers and 
the Buyer, respectively, hereuader* 


All representations and varranties by the 
Seller» aod the Buyor shall be deor.od to bf. »ade end shall 




\KTICU8 TÂELFTH: 


ATTTnn AT CLOSIMC . 


A. Tho follovirg f.ransactions will take ptace at 


the cloaing: 

(a) The Sellera al.iall deliver or cauae to be 

■v. • 

deltvered to the Buyer the foilowinj: 

(1) stock certificates for Jthe sharea 
of Stock of Nassau Piaotic to be sold by the 
Seiiers and purchased by the Buyer hereunder 
in tranaferabie form, with the signature of 
che Sellera and with requisite Federal and 
State stock tranafer stamps attached or 
accoxnponied by funds sufficient for tbe purchase 
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of such tax stamps lf required by Federal or 
State Law, or the Buyer; 

(2) The opinion of Leonard Eisenberg, 
counsel for the Sellers, dated June 25, 1966, 
in form an«l substance satiafactory to the Buyer, 
to the effect tbat 

(i) Nassau Plastic is a corporation duly 
organized and validly existing under tne lavs 
of the State of New York; 

' (ii) The shares of Stock of Nassau Plastic 
being sold to the Buyer hereunder; (1) have 
been duly and validly issued, are validly out- 
standing, fully paid and non-assessable, and, 
under the lavs of the State of New York, no 
liability attaches to the holders thereof; and 
(11) represent one hundred per cent (100%) of 

r 

the issued and outatanding shares of capital . 

f» 

stock of : J issau Plastic; 

(iii) The sale and delivery of the shares 
of Stock of Nassau Plastic hereunder will not 
result, directly or indirectly, in the breach 
of or constitute a default under any agreement 
or instrument to which Nassau Plastic or the 
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Sellers are pardLes; 

Xf.v) Each of the Sellers owns in hefc own 
right and has full power and legal authority 
to sell, transfer, convey and deliver to the 
Buyer thc* shares of stock of Nassau Plast'c 
being sold hereunder in accordance with the 
terms of this Agreement; 

(v) Xhis Agreement has been duly executed 

* 

and delivered by the Sellers and is a valid 
obligation of the Sellers Xegally binding upon 
and enforceable against them. 

(3) The written resignations of all officers 
and/or directors of Nassau riastic; 

(4) Such other docuicenta as may be required 
elsswhere in this A<;reement f or required to effectu- 
ate the transactions herein contemplated. 


(b) The Buyer shall delivcr, or cause to be deXivered 

to the Sellers the following’ 

(1) The opinior. of Messrs. Brouse, McDowell, 

May, Bierce & Wortman, counsel for the Buyer, 
dated June 15, 1966, ir form and substance 
satisfactory to the Sellers to the effect that 
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(1) Tha Buyer 1* an lacorporated 
rellglous aasoclaclon duly aad validly 
existing under the lavt of the State of 
Ohlo; 

(ii) All proceedtngs by the Buyer 
required to be teken to enter inco this 
Agreenent , have been taker and such Agree- 
oent haa been duiy nattorized and executed 
and deüvored by the Buyer and are valid 
obllgatiocs of the Buyer legally binding 
upon and enforc.eabla againat it; 

(iii) All corporete steps necessery to 
liquidate Hassau Plastie and distribute the 
assets o£ Hsssau Plastic to the Buyer have 
been taken or viil be taken es o£ *june- - 

15 » 1966» and such üquidation aad dis- 
tribution vill be effective as o£ such date; 

(iv) Tho Buyer ia exe&tpt from taxatioo 
under Sectioas 501 and 511 of the Xntemal 
Revenue Code o€ 1954« 


l. 


■r ' ’ V 




(2) A Certificete of the fiuyer, dated aa *>£ 

. ^ June 15 , 1966, stating that all representatlons and 
varrantias made by the Buyer hereln are trua and con.?et, and 




- 
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recitiug thct oc -h condi . '.on 6w'; torth herein to 

\ 

be complied vlth by the Buyer bas been cosnplled 
vith, ; 

(3) Such other docunaenta as mey be required 
elsevhere in this Agreement, or required to 
e££ectuate the transsctions herein contemplated. 

(4) A Certificate or Certificates of the 
Secretary o£ State o£ tbo State of Ohio evidencing 
the corporato good standitig of the Buyer in that 
State dated not earlie>r than 

(5) A photontat of the Buyer's exemption 
certificate under the Intemal Revenue Code. 


(c) Xhe Buyer shall take such steps satlsfactory 
to counsel for the Sellers to liquidate or cause the 
iiquidation of Nassau Plastic and the transfer of all 
o£ the assets o£ Nassau Plastic to the Buyer aa o£ 
Jime 25, 1966. 

(d) The Buyer shall enter into an Employment 
Agreement vith Aaron Kraut and Harry Kraut in the 
form attached hereto as Exhibit M B U (hereinafter 
called the Employment Agreement). 
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ARXICLB THiaiEEHTH ; EVBHIS OF DEPAUI.T . 

The occurreoce o£ any one o£ Che following events 
wiü constitute an event o£ default (hereinafter calXed 
Events of Default): 

(a) I£ the Buyer ahall fail to make the minimum 
payments to the Sellers as set forth in this Âgreement; 

(b) If the Buyer shaXX default in any material 
obXigatlons to the SeXXers undar this Agreeaent or 
default in payment. of any suro due to the Sellers when 
due; 

(c) Should tbe Buyer breach any of the provisions 
o£ its Empioyment Agreement with Aaron Kraut and Harry 
Kraut; 

(d) If, without the consent o£ the SelXers, the 
Buyer shall mortgage, pledge , hypothecate, assign, or 
encumber, seXX or dispose other than in t-he ordinary 
course o£ business, any o£ the assets herein sold to 
the Buyer and reassigned to the SeXXers as coliateral 
aecurity for the perfomance of this cantract, pursuant 
to the collateral security agreement to be executed at 
the closing and made a part hereof. (See Exhibit ). 
SlmiLarly, thesa restrictions shall be applicable to 
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all asseta at any tlme acquired by the Operating ünit 
during the tem o£ this Agreeiaent. 

Tn case any event o£ default occurs and is continuing the 
Sellers soay at their option and upon 20 days' written notice to 
the Buyer (registered mail, retum receipt requested) declare 
the entire remaining maxAngim amount of the purchase prlce 
ixomediately due and payable, and i£ such balance is not paid 
within the said 20 day period, Sellers may proceed to enforce 
payment agalnst the collateral held by the Sellers as security 
and only out o£ said collateral in accordance with the 
security egreements to be given pursuant to ARTICLE . 

The Sellers* resedies hereunder are liaited to those aet 
forth in this ARTICLE THIRTEENTH and in the collateral security 


agreement (Exhibit 


) att&ched hereto, and in no event 


shall the Sellers seek any deficiency judgment or other 
Judgment for damages against the Buyer. 

ABTICLB FOURTEEHTH ; 

The Seliers have afforded the Buyer free access to 
the offices, plants, books of account and copies of tex returas, 
etc. of Nassau Plaatic £or the purpose of conducting an investi- 
gation of its financial position, assets, liabilitiea, business 
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operations, properties, litigation, trademarks, licenses, 
copyrights and all other matters relating to its busineas, 
properties and assets, during which investigation the Buyer 
had the right fo maVe copies of such records, tax returns 
and other materials as it deemed advisable. The Sellers 
also supplied the Buyer vith all information, financial 
statements, etc., relating to Nassau Plastic which the Buyer 
requested. 

ARTICLE PIPTEENTH: BROKERAGE . 


The Sellers and Buyer acknowledge that the co-brokers 
involved in the transactions contemplated by this Agreement are 
MANAGQIENT METHCDS INC. (whose principals are: Irving S. Lowey, 
Matt J. Rocker and Eugene 0. Cobert) and such co-brokers shall 
be compensated in accordance with an Agreement or Agreements 
to be entered into between them and the Sellers and Buyer. It 
is acknowledged that for the facilitation of payments, all 
p*' payraeot» shall be nade co- HXB.VINGtTRUST-COMPANYT . and be dls- 
^bursed by it pursuant to the separate LbankingÄ.agreements. 
Payment to 'iJLRVING^RUSTIilOMEARYT. shall relieve the Sellers 

V\ 

^G^from all liability and responsibility as to apportionment or 
division of said ’separaterbanking agreements. 
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ARTICLE SIXTEENTH: BANKING ARRANGEMENT. 


The Buyer wlll deposit or cause the Operating Company 
0 y -Managii>g Coapany to deposit at the times and in the manner 
as set forth 1x1 tllis Agreement (and as contained in ARTICLE 
FIFTH and the subdivioions thereof and other Articles of this 
Agreement) amounts equalling one hundred per cent (100%) of the 
annual net income realized by tho Ope'Tating Company as computed 
under the terms and provisions of this Agreement. The Bank 
Account shall be opened in tho 5Ath Ftroet Branch of the Irving 
Trust Company (or any other branr.h srggested by Irving Trust 
Company) as a special account for tho purpose of receiving 
and making the payments provided for hereunder. Simultaneously 
with the execution of this Agreement, an agreement with Irving 
Trust Company, conceming this account, has been executed and 
made a part hereof as if fully set forth herein. (See Exhibit 
" "). Durlng the period that any bank loans are outstanding 

and payable to Irving Trust Company the Buyer shall cause the 
Operating Company to maintain its bank accounts at Irving Trust 
Company. 


ARTICLE SEVENTEENTH: ACCELERATED PAYMENTS 


In the event the Buyer, in its sole discretion, so 
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desirea, it raay accelerate the payment» to tte Sellera by 
making the paymenta aa atipulated in the following scuedule. 


and upon making auch paymenta it shall be deemed to ba and 
ahall be payment in full by the Buyer to the Sellera. In 
computing the payments listed herein, the Buyer shaM receive 
credit for all paymanta to the Sellers up to and including 
the date it haa exercised the option of making the payoent 
in full per the following schedule: 

For the period from the inception of this 
contract -o December 31, 1967 the Buyer aiay 
exerclse its option by paying a total, including 
payments previously made of $1,750,000.00. 

For the period frora Jantiary 1, 1968 to 
December 31, 1969, the sura of $2,750,000.00. 

For any period thereafter the Maximum Price shall 
be paid. 

ARTICLS EXGHTEEy TH: IMPUTED IMT5REST . 

>. in the negotiation of thia Agreement the parties 
have agreed in principle that the obligation of Buyer to inake 
payoents of the purcbase price hereunder should not bear 
interest. However, the parties have been made cognizant o£ 
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Cbe provisions o£ Section 483 of the Zntemel Revenue Code of 
1954 (ae added by Section 224 o£ the Revenue Act of 1964) 
which apparently requires that a portion of such purchaae 
payoents must be treated as iuterest for federal incor*e tax 
purposes. Accordingly, the pavties hereby provide for 
interest as follows: 

(a) Buyer and Sellera herefcy designate as interest 
such portion of the payracnts of pnrchaae price hereunder 
as rhall constitute tbe rairdjmira iuterest element neces- 
sary to make inoperable Section 482 and the regulations 
thereunder» as they raay be npplicable from time to tirae 
to any payments required to be made under this contract 
of sale.' 

(b) To illustrate the foregoing the parties 
understand ln the absence of regulations as follows: 

(1) Where no interest is provided by the parties to 
a contract of sale» n porticn o£ deferred paymenta of 
purcba8e price will be treated aa "unstated interest," 
coraputed at such rate, corapounded serai-annually as the 
Secretary of Treasury, cr his delegate, may prescribe by 
regulations. (2) The Secrotary presently contemplates 
prescribing an lnterest rate o£ 5X per annum. (3) Section 
483 8hall not apply where s contract provides for interest 
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at a rate no more than ona (1) percentage point Xower 
than the rate preacribed by the Secretary. (4) If, 
and so long as, the rate prescrlbed by the Secretary, 
as applicable to paymenta hereunder, shall be 5Z per 
annum, the portion o£ payments hereunder designated as 
intareat ahall be computed at a rate o£ 4% pcr annua. 

(5) Each payment hereunder would be treated separately 
under said Section 483(d) inasmuch as the amount and 
time of payment thereof is presently indeterminable. 

(6) Tbus, for example, based upon the foregoing, if a 

payaent of $10,000.00 should be made by the Buyer to 

*• 

the Sellera three years frora the date of sale hereunder, 
approximately $8,880.00 would be designated herexinder 
as principal and $1,120.00 as interest, approxlmately. 

(b) The statements made in (b) abova ara for 
illustrative purposes only and are not intended to vary 
the agreeaent between the parties set out in (a) above. 

(d) Tbe agreenent set out in (a) above is intended 
to adjust itself automatically to any applicable changes 
in the provlsioTis of Section 483 and the regulations 
thereunder, including the repeal thereof, or a determi“ 
nation that such proviaions are unconstitutional, in which 
events no interest shall be due or payable hereunderj^- 
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ARTICLB NINETEEMTH : ENTRY OF JUDGMENT UNDER ARBITRATION 

AGREEMENTS. _ 

A. In any event under the terms of this Agreement, 
or any o£ the agreements attached hereto and made a part hereof, 
vhere an arbitration decision has been rendered, then and in 
such event judgment nay be entered thereon in any court of 
coiBpetent juriadiction in the State of New York. 

B. Buyer does herewith submit to the jurisdiction 
of such court or courts and agrees that service upon it, via * 
registered mail, return receipt requested, to the person and 
address hereinafter set forth, shall be deemed to be and shall 
be proper service conferring jurisdiction of the Buyer on 
said Court. 

ARTICLE TWENTIETH : ADDITIONAL DOCUMENTS . 

The Sellers, at the request of the Buyer, and the 
Buyer, at tbe request o£ the Seilers, shall execute and 
deliver such other assigmsents, transfers, conveyancea and 
other instruments and do and perform ouch other acts and things 
as may, in the opinion o£ their respective counsel, be necesaary 
or deairable for the purpose of effecting complete consummation 

s 

of this Agreement and the transactions herein contemplated. 
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ARTICLE TWEWTY-FIRST : EXPENSES ♦ 

Each party hereto shall bear hls or lts own expensea 
incldent to the preparation and the carrying out of the terms 
of this Agreement including all fees of his or its own counsel 
and accountants. 

ABTICLE TWENTY-SECOND : INVALIDITY 0? ANY PROVISIOH . 

In case any one or taore of the provlsions contained 
in this Agreement shall be invalid, iilegal or unenforceable 
in any respect, the validity, legallty and enforceabllity of 
the remaining provisions contained herein shall not in any 
way be affected or impaired thereby. 

h ' 

ARTICLS XWENTY-THIRD : ENTIRE AC R F.EHENT AND MODIFICATIONS . 

This Agreecaent expresses the v?hole agreenent between 
the parties, there being no representations, warranties or . 
otber agreements not herein expressly set forth or provided for. 
All references in this Agreeroent to representations and 
warranties shall mean representations and warranties made in 
this Agreement or other representations and warranties made in 

writing by the Sellers, Nassau Plastic, or others on thelr 

0 

behalf, to the Buyer or by the Buyer, or others cn its behalf 
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to the Sellera. No change or modiflcation of or additions to 
thi8 Agreement shall be valid unless the same shall refer 
specifically to thia ARTICLB TWENTY-THREE and be in vriting 
and signed by the parties hereto. 

.iRTICLE TWEHTY-roUR TH: BINDIRG ACRBHMENT . 

A* Thia Agreeioent ahall be binding upoo and inure 
to the benefit of the Buyer, its succes 3 ora aud assigns and 
ehall be binding upon and inure to the benefit of the Sellers, 

their heirs, legal representatives, successora and assigns. 

• • 

This Agreement shall not be assignable by the Sellers or the 
Buyer. 

B. This Agreeme.-.t and any Eshibits attached hereto 
and made a part heceof shall be interpreted under tha lavs of 
the State of Nev York. 

ABTICLE TWEHTY-FIFTH ; ARTICLS HEADIWGS. COUNTERPARTS. ETC . 

All Article headinga herein are inserted for tha con- 
venience of the parties only. This Agreex en« may be executed 
in several counte. parts, each of which shall be deer-d to be * 
an original and which together will constitute one and the same 
instrument. 
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ARTICLB TWENTY-SLn TH: ARBITRATIOM . 
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Except as otbar»isa provided for ia tbis Agraenant, 
in the event o£ any difficulty, dlspute or misunderstanding 
L »Cween the parties or their legal representatives, successors 

,y 

or aaslgns, conceming any matter or thing arising out of or in 
coxxnection with the proviaions o£ this Agreeoent, whetber the 
sama be the ects of the parties or thelr legal representstives, 
successors or assigns, or any otber matter or thing affecting 
tha rights of the parties hereto, ir.cluding any alleged breach 
of thia Agreement, or any of its provisions, such difficulty, 
dispute or misunderstanding shali be settled by arbltration in• 
the City of New York in accordance with the rules of the 
AMERICAH ARBITRATICHi ASSOCIATIOS then obtaining, before i board 
of threa (3) arbitrators and the majority award of such arbi- 
trators shall be final and binding upcm the parties hereto snd 
their respective legal representatives, successora and aasigns. 


ARTICLE TWEHTY-SBVEHTH : MOTICES . 

Any notices, requests, instructlons or other documents 
to be given hereunder by the Sellers to the Buyer or by the 
Buyer to the Sellers ehall, excepv’ as otherwise specifically 
provided herein be in writing and be delivered personally or 
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sant by registerad mail, retum receipt requested, as set forth 


below; or to such other addresses as may be de&ignated by the 


respective parties herein by notice glven in tbe same uumner as 


required for notices ln this same Article: 


If to the Sellers, then to: 


Iris Kraut '. 

315 Virginia Avenue 
Oceanside, Queens, N.Y. 


Harian Kraut 

5602 Fresh Meadow Lane 

Fluahing, Queens, N.Y. 


with copie* to: 


Bisenberg & Solomon, Esqs. 
41 East 42nd Street 
New York, N.Y. 10017 


If to the 3uyer, then to: 


Rev. Rex Hunbard 
Box 3500 
Akron 10, Ohio 


with copies to: 


Charles R. Iden, Esq. 

Messrs. Brouse, McDowell, May, 
Eierce & Wortman 
500 First National Towr*r 
Akron, Ohio 44308 


IN WITNESS WHERB0F, the narties hereto have here- 


unto set their hands and seals as of the day and year first 
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cbove vricten. 




CATHEDRAL OF TOMOI 


( 

BY \ 


f, Twr 


.'rVyjA^^ u- 


HASSAU PLASTIC & WIRB CORP. 

BY L i v 

JL, ÜuuT' 

IRlS kraut 


l/'p. 
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EMPLOYMENT AGREE MENT 
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Agraement made as of the 15th day of June, 1966, by and 
between CATHEDERAL OF TCMORROW, INC., and OHIO RELIGIOUS CORPORATTON, 
doing business as NASSAU PLASTIC AND WIRE CO., (hereinafter called 
’'Employer ; ’) and HARRY KRAUT and AARON KRAUT, individuals (hereinafter 
jointly and severally termed the ,: Employee M ). 

.'JITNESSETH THAT: 

The &nployer desires to employ the Employees as its chief 
executive officers to manage and direct it3 business and affairs, and 
the Employees desire to perform such duties on behalf of the Employer, 
all subject to the terms and conditions hereinafter set forth. r *- 
NOW, THEREFORE, in consideration of the foregoing, and tha 
mutual promises herein contained, the parties, intending to be legally 
bound hereby, agree as follows: 


1. The Employer hereby empioyees the KRAUTS as its chief 
executive officers; AARON KRAUT to be retained as the production 
manager and the internal office manager while HARRY XRAUT be retained 
as the sales nvanager. Such services are to be for a period to coramence 
on the date hereof, and to terminate one day after the date on which th< 
Emplover shall make the last payment of the purchase price provided for 
in an agreement of even date herewith botween the CATHEDERAL OF TOMMORO; 
INC., as Purchaser, and IRIS and MARION KRAUT, as Sellers. 

2. The compensation for each of the Emplcyaes for the 
services tc be performed hereunder shall be FIVE THOUSAND T.VO HUMIHED 
($5,200.00) DOLLARS per year, payable in equal weekly installirents, 
plus an expense account to cover actual expenses incurred by him for 
and on behalf of the Corporation, 
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3 # Th& two Employeea shall have fuXl auöiority and 
responsibility jointly and severally to direct the operations of tha 
Employer in every respect. Without intending to limit the foregoing, 

the Emplcyees are hereby specifically granted the power and authority 

• « / 

to perform all of the following functions: 

(a) To maintain such bank accounts as they may deem 

de 3 irable and to designate all persons who shall be entitled to withdraw 
funds from such accounts. 

(b) To borrow money on behalf of the Eraployer to the 
extent that such may be required in the ordinary course of Employers 
business. 

I ‘ * 

(c) To select and employ the accountants and attomeys 

which will represent the Employer. 

(d) To empioy or discharge and to direct any and all 

! bona fide personnel employed by, associated with, or acting as the 
i independent contractor of the Employer, and to fix their rates and amount 
of compensation, bonus’ or other rewards for services rendered in 

keeping with past practices. 

(e) To accept or reject order3 or contracts and 

i generally to determine the contracts of Employers, suppliers and customei 
| and generally to have the authority in accordance with the patterns 
heretofore established respecting business operations and administrative 

I «-nd financial practices. 

4. The Employees agree that they shall use their best 
|! efforts to obtain financial statements with respect to each calendar 
jj year of Employers operations not later than August lst, imraediately 

foliowing such fiscal year, which financial statements shall be prepared 

and certified by an independent accountant. 

| 5. During the term of this agreement, the Employees shall 

devote such time as may be necessary to protvota the business and velfare 




y. 
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of the corapanyi it being understood and recognlzed that each of the 
individual Employees currently has other business interest and enploy- 
ment. It is specifically understood and agreed that all enterprises, 

licenses, agreements and rights of any nature whatsoever concerning thaee 

//stS; /V$ 

tore i w—s and any activities carried on in connection with the business 
of the Employer, whether such enterprises, licenses, agreeraents, rights 
and activities exist at the date of this agreement or are initiated 
thereafter, shall be the property solely of Employer, and all income, 
royalties and rights derived therefrora shall likewise be the sole 
property of the Employer. 

/ 

IU WITNESS WHEREOF, the parties have caused this agree- 
ment to be executed as of the day and year first written above. 



X 

• X • 


ü 
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IMAV. AUG. «•*!» 
T»»*NILWCENT 


N*Mt OF T AHP AVIRISI * 


U. ». TNk A %UM V OkMANTMINr • INTMTNAL NlVlNUl »INWICI 


PRELIMINARY STATEMENT 


DATI O P NkPOH T 


7 / / /A« 


SUMMARY 0F PROPOSED AD/uSTMEMT 



INCOMC TAX 


YEAR ENOEO 

(on ntftMin) 


PARTNERSMIP, Fl- 
DUCIARY OR SMALL 
BUS. CORP. INCOME 
INCREASR OR 
(OdCRE ASE) 
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U. S. TRCASUnV OEI»ARTM*NT • INTCNNAL NBVENUC SCNVICC 


roAM 1909 

(NEV'. AUO. 19641 


COMPUTATION OF INOOME TAX • INDIVIDUALS 


NAM* OP TAXPAYER(S) 




I. Correrted 


6 67 V 0 .J 2 


lncome (From •chieLmle 


2. If tax table is applicable: 

Ta* on corrected adjueted grose income with 


i ax on corrected adjueted groee income with exemptlone 


3. K tax tuble is NOT applicoble, tax on corrected taxable income - compuied for 


□ »« Q . L « n J^ rv,v,m c n rteA0 op A n R eRSONs rri MARRieo persons 

PERSON 1—1 SPOUSE I—I KOUSEHOLD l_l FILIHG SEPARATELY^SI PILIHG JOIHTLY 


1 —I PERSOH I—I SPOUSE I_I HOUSEH 


4. Alternatlv« tax, II computed (From tch.duU 


S. Ccrrected appllcable tax: Ltne 2, 3, or 4 


6. Less: 

A. Dlvldends recelved credlt (From icWi(• 


B. Retlrement lncome credlt (From tcheduU 


C. Inveetment credlt (From achedule _____ 


D. Other allowable credlte lf deductlons itemlzed: 
(Fnm schcdult _• ) 


7. Balance: Line 5 less total of amounts ln llne 6 


B. Self-Employment tax on retum or a s corrected 
(From mrkmdulm I 


5 10. Tox shown on return 


11. Statutory deflciency 


t) - dlfference between Lines 9 and 10 


13. Lese net adjustments: 

A. Income tax wlthheld 


B. F.I.C.A. ta? credit 


. C. Poyments on estimated tax 


TO.oo 


litlonal taz or 

I) 


’ 15. Penoltlea or odditions to the tax, if any 


D. Regulated inveetment company 
undistributed capital galn 
edit_ 


F. Sum of amounts A through E 


G. Deduct prevlous refunds and/or 
credlts 






9. Conected lncome tax llablUty • Line 7 plus Line 8 


’-OMPUTATIOH OF ADDITIOHAL TAX DUE OR OP NE i OVERAS5E5SMENT 

”” | SHOWN ON YOUR RETURN I AS CORRECTED 


12. Total income tax liabllity 








































JSINCIK PERSON 




p- hkao os a 
LJ HOUIIHOU 


MANRIBO PCfttOMS 
PgFILINQ JQINT LV 


1. Corrected taxable incor» (line S~ , Schedule / ) 




2. LESS: 50» of excess of total net long-term capltal gain over total net shcrt-term capital loss ./ p. 

- --—-__\ - T \. 6 /Zi -' ' %< 


3 - ,ALtHct • _ • ■, 

4. PARTIAL TAX: Une 3 not more than $2,000 (not more than $4,000, if Joint return)-20» thereof ~ \ \ ^ . ^ 

Line 3 more than $2,000 (more than $4,000, if Joint return)—Use rotes appllcable &'//* Zfl V A' 






5. ADD: 50» of line 2 


6. ALTERNATIVE TAX 
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NAMC ÖF TAXNAve« 


U. S. TRCASUNV OtRARTMBHT - INTCRNAL RCVCNUC SCRVICC 

ADJUSTMENTS TO INCOME 


SCHCOULC/ 
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t oam 1909 

(MCV. AUG. 1M4> 
NAMC Of TAKPAVCRlSt 


U. ». TRCASURV OCPARTMCNT - INTCRNAL REVCNUC «CR»ICC 

COMPUTATION OP INCOME TAX - INDtVIDUALS 


SCHCOULC NO. 


1. Correctod adjualtd groaa or toaobl« tncom* (Fram ntadUf. 

2. II tax tablc !■ oppllcobUt 

To* on correctöd ad]uat*d qroas Incoma wlth ai 


, aaamptlona 


3. II to» toblc la NOT appllcabla, taa on corractad taaabla lncoma - comfftjtad lort 5^7 J 1.4 €7 


□ SINGLE 
PERSON 


□ SURVIVING 
SPOUSE 


□ HEAD OP A 
HOUSEHOLD 


A l—l MARRIED PERSONS K3 MARRIED PERSONS 
LD LJ PILING SEPARATELV JO PILING JOIHTLV 


4. Altarnotlva toa, l( computod (From «eArdalr. 


5. Corractad appllcabla »aai Llna 2, 3, or 4 

6. Lesa: 

A. Dlvldanda racelvad crodtt (From «cSrdai«. 

B. Betlrement lncotne credlt (From rcKrdulr _ 


C. lnvestment credlt (Prom »tkodalo _____ i 

D. Other allowable credlta i( doductlona ltemlaadi 

(From rchedul« _____ ) 


3>i 1 5W9.5- 


iua: 

A. Taa Irom raco aputinq prior year lnvestment cradlt 
/R __I 


13. Laas nat adjustmenta: 

A. Incomo toa wlthhald 


B. F.I.C.A. taa credlt 


C. Paymanto on eatlmatad taa 


D. Requlatad lnvestmant company 
undlstrlbuted capltal qaln 
t 


E. Prevloua asseaamanta 


• F. Sum ol omounta A throuqh E 

i' • _ 


14. Addltlonal taa or 

(Nat ovaroaaaaamant) 


B. Sell-Empleyment taa on raturn or as carrocted 
(Frot )i «cAedal« - 1 


9. Correctad incofno taa llablilty - Llna 7 plua Llna 9 


10. Taa ahown on retum or aa prevlouely adjuatad 


11. Stotutory dellclancyor (ovaraaaeoomant) - dll laranca batwaan Llnaa 9 and 10 

COMPUTATION OP ADDITICNAL TAX DUE OR OP NET OVERASSESSMENT 


G. Deduct pravloua ralunda and/or 
cradlta 


7. Balance: Llns 5 laia total oI amounta ln.lina 6' 


1S. Panoltlao or oddltlona to tha taa, 1( ony 






















1. Corrected taxable income (line Of , Sciiedule 


2. LESS: 50% of excess of total net lonq-term capital galn over total net short-term capital loss 


3.BALANCE 


4. PARTIAL TAXi Llne 3 not more than $2,000 (not more than $4,000, Ü Joint retura)—20% thereof 
Line 3 more than $2,000 (more than $4,000, Ü jointreturn)—Use rates applicable 


T VPC Or RETURN 


• 



Qiinci.« pckion 


MAMRIKO PKRBON 

__ HKAD OW A 

LJ KOUSIHOLO 

MAHRIID »»CNSONS 

»FILIN« JQINT 4.V 
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• FORM 870 

(RCV. Dtc. 19»i) 


U.S. TRCASURY DEPARTMENT - INTERNAL REVENUE SERVICE 

WAIVER OF RESTRICTIONS ON ASSESSMENT AND 
COLLECTION OF DEFICIENCY IN TAX AND 
ACCEPTANCE OF OVERASSESSMENT 


DATE RECEIVED 
INTERNAL REVENUE 
SERVICE 


Fursuant to section 6213(d) of the Internal Revenue Code of 1954 or conespondinq provisions of prior intemal reve- 
nue laws, the restrictions provided in section 6213(a) or corresponding provisions of prior intemal revenue laws are 
hereby waived and consent is given to the assessment and collection of the following deficiencies, together with inter- 
est on the tax as provided by law; and the following overassessments are accepted as correct: 


DEFICIENCIES 


TAXABLE YEAR 



NAME ANO AOORESS OF TAXPAYER(S) (Number, ttreet, elty ot toxm. Statt, ZIP Code) 


NOTEi Th« executlon and filLnq of thia waiver wlll expedite 
adjuatment oi the tax UablUty aa indicated above. It ia not, 
howrver, a iinal closlng oqreement under aection 7121 of the 
Internal Revenue Code and doea not preclude aaaertion of a 
further deficiency in the manner provided by law if it ia later 
determined that uddltional tax la due; nor doea lt extend the 
statutory period of Umitation for refund, oaseaament, or col- 
lection of the tax. 

Furthermore, execution and flUng of thia walver will not 
preclude the taxpayer'a flUnq under aection 6511 of the Code 
a timely claim for refund or credit, on which (if diaallowed by 
the Service) auit may be brouqht in the appropriate Diatrict 
Court or the U. S. Court of Claima. 

If the woiver is executed for a year for which a JOINT 
RETURN OF A HUSBAND AND WIFE waa flled, lt muat be 
siqned by both huaband and wife unleaa one, actlnq under u 
power of attomey, aiqna aa aqent for the other. 



If the taxpayer is a corporatlon, the walver must be alqned 
with the corporate name followed by the slqnature and title of 
the officerfs) duly authorlzed to siqn. It ia not necessary that 
the corporate aeal be affixed. The space provlded for the aeal 
1* for the convenience of corporations required by charter or 
by the laws of the Jurlsdlctlon ln whlch they are lncorporated 
to affix thrlr corporate seala in the executlon of instruments. 

The walver may be executed by the taxpayer'a attomey 
or aqent provlded such action ia speciflcally authorlzed by a 
power of attomey which, if not prevlously flled, must accom- 
pany tho form. 

If the waiver ia executed by a person actlnq in a flducl- 
ar capaclty (such os executor, odmlnlstrator, trustee, etc.), 
Form 56, "NoXlce of Fiduciary Relationship," ahouid, unleaa 
prevlously flled, accompany thls form. 


OTO : IMt O - M->M 




FORM 870 (REV. IMI| 
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Intérnal Revenue 
Sefvice Center 


ANOO'VER 


01812 


Oote 


L‘ 087180227 


ll yow inqvirf obowt 
yowr occownt, pSeote 
refer to thete 
. numbtr» or -ottocH 
’*" thit'notice. 


fiwen 'KöAtiT. 

315 VIRTilNIÂ AV€ • 
CCe*N5I06- N V 11572 


Oocwment locotor Nwmber 


- 05103-9 


1040 


1966 


ACCCUNT AOJUSTMENT 8!LL F0R TAX;0UE 


'AOJUSTMENT CCMPUTATION 
TAX- INCRÉASE v. - - 

INIEREST CMARGE ON THI5 ADJUSTMENT '•-* : • 

w' • NET AO^STMENT*:- CHARGE V 


BALANCE DUE 


Form 4188 (ft»v.10.68) 
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PRELIMIHARY STATEMENT 


SUMMARY OF PROPC’EP APflUSTMEHTS 

TAX OTHKR T AX (Sptcify) 

■ D«r. ORIO/AI 


PEHALTIES- 
INCREASE OR 
(OECREASE) 


PIOUCIARY INCOME 
INCREASE OR 
(DECREASE) 


TOTALS 


NET OEPICICNCY (Ornat *•« 
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U. S. t HKASUM» üt HARTMtHI . INTCRHAL REVCNUC SCRVICC 

COMPUTATION OF INCOME TAX - INDIVIDUALS 


NANC OF TAXPAYCRiSl 

* t /A-+- 


U-Oi 


I. Corrpctod o^fuete I fTT OR w nr taxabl» lncom» (Ftom •cAtrfuI» 


5. Ccrr»ct*<J opplicobl* tax: Lln* 8, 3, or 4 


C. L«*«t 

a r\. .i . . 


B. R.tlrmwnt lncome credlt (Proin •ektdal». 


C, Investment credjt (From tekedul* 


7. Balancei Llne 5 lesii total of amounts ln Uns 6 


ust 

A. Ta* from recomputlnq prlor year lnvestmsnt credlt 
«cA.d^cJ - -1 


B. Self-Emp.oyment tax on return or os rorrected 
(Fnm i 


l), Stgtutory defldency 


1J. Tpl- 1 ' .come tax llabillty 


SHOWN ON YOUR RETURN 


•.13. Less net adjustments: 

A. Income tax wlthheld 


C. Payments on estlmated tax 


, D. Reguiqted lnvestment company 
undlstrlbuted capltal gain 
■edlt_ •_ 


E. Prevlous assesements 


F. Sum of amounts A through E 


G. Deduct prevlous refunds and/or 
credlts • 


Iditional (ax or 
(Net overossessment) 


tV.B-M) 


2. II tax table la appiicable; 

Tax on corrected adjusted groes incocne wlth 


. exemptions 


S. If tax table Is NOT appllcable, tax on corrected taxabie income - computed fort 


4. Alternotive tax, if computed (From tehedu i». 


- difference between Lines 9 and 10 


9, Cqrrected lncome tax liablllty - Llne 7 plus Llne 8 


1S, Penoltles or oddltions to the tax, if any 


□ SINCLE I I SURVIVINC 
PERSON I_I SPOUSE 


□ NEAD OP A 
HOUSE’ OLO 


• D. Other allowable credlts if deductlons ltemlzed: 
_ (From tekedule _______ ) 


' 10. Tqx shown on retim or as previ&usly adjusted • 


MARRIED PERSONS 
piling SEPARATELV 


□ MARRIED PERSOHS 
PILINC JOINTLY 


* 




























N4ME OF TAHPAYER 


/ 4 - 


!. Ccrrecte».-! tj>:ch!e income (line 


, Schedule 


t 2. LESS: 50% of excess of total net lonq-term capital qain over total net shoU-term capitql logs 


4. PARTIAL TAX: 


• m | v i u 

<pfv. JULV «964i 


. 3. BALANCE 


5. ADD: 50% of line 2 


6. ALTERNATIVE TAX 
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ADJUSTMENTS TO INCOME 


2. Addltlonu 1 Inccmo and unallowabl« daductlon« 


A. Nontajcabla lncoma and add tlonal daduction« 


tZiJ.o/f.i/L 


5. Correctad odjualed -jrcse or loxablo tnoomo 
(LOt. s mlnui letml o( llnu lut 4or UnO 4) 


7. Gotna 
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EXPLANATIOH OF ITEMS 
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ro»M 1910 

l«V. JULV <»»«) 


1. Corrected taxublc income (Hne , Sctiedule 


5. ADD: 50% of line 2 


'V v . 

6. ALTERNATIVE TAX ' 


' 2. LESS: 50% of exces 


3. BALANCE 


4. PARTIAL TAX: 


of total net long-term capital gofn over total net 
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IHCV. AUu. «»64) 


U. S. TREASUHV üfcHAM I M».r« I IMl fcHHAL NfcVfcNUfc SfcHVICI 

COMPUTATIOH OF IMCOME TAX - INDIVIDUAL& 


.CHtOULC NO. 


2. 1( to* tablc lc apptlcabl«: 

To« on corroc'ed adjuated qroaa Incoma wlth 


3. II lox toble 1« NOT appllcoble, tax on correctad toxoble lncome - computad (or: 


□ SINCLE 
PERSON 


□ SURVIVINC 
SPOUSE 


□ HEAO OP A 
HOUSEHOLO 


□ MARRIED PERSONS * 
FILINC SEPARATELY. 


I MARRIED PERSOHS 
I PILINC JOIHTLY 


4. Alternatlve tax, 1( computed (From eckedaJe__J 


B. Retlrement lncome credlt (Prtm eeAadbJ« 


C. Inveatment credlt (From eeAedale 


10, Tox ahown on return or ae preVlpualy odluated 


1J. Stqtutory deddency or (overoaaeaament) - dlHerence botwoen Llnea 9 and 10 


13, Tptal lncome tax liabUity 


8HCWN ON YOUR RETURN 


B. F.l.C.A. tax credlt 


C. Paymenta on eatlmated tax 


D. Requlated Inveetment company 
undlatrlbuted cnpltal qaln 


E. Prevlouo aaaeeamente 


F. Sum o( amounta A throuqh E 


O. Deduct prevloua refunda and/ar 
credita * 


; 14. Addltlonal |ax or 

(Net overaaaeaamentl 


taxable lncome (From icitAll 


5. Corrected appUcable taxt Llne 3, 3, qr 4 


- D. Other ullowoble credita ll deductlona ltemlxed: 
(From reAedaJe ______ ) 


" 6. Leaa: 

A. Dlvldanda racelvad credlt . From «cAedaie 


, Sel(-Employment ta* on return or aa correded 
(From icAxAli ■ ■ ) 


9, Corredv . lncome tai. UablUty - Llne 7 plua Llne S 




/ 































Harry & Marion Krant 
AUtftt 30D 
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JA 264 


f prm 870 

(REV. DEC. 19SS) 


DATE RECEIV 
INTERNAL REVENUE 
SERVICE 


U.S. ~REASURT DEPARTMENT • INTERNAL REVENUe. SERVICE 

WAIVER OF RESTRICTIONS ON ASSESSMENT AND 
COLLECTION OF DEFICIENCY IN TAX AND 
ACCEPTANCE OF OVERAS-ESSMENT 


Pursuant to section 6213(d) of the Internal Revenue Code of 1954 or correspondinq provisions of prior intemal re.-s- 
nue laws, the restrictions provided in section 6213(a) or corresponding provisions of prior Intemal revenue laws are 
hereby waived and con' r»t is given to the assessment and collection of the following deficiencles, together with inter- 
est on the tax as provided by law; and the following overassessments are rccepted as correct:_ 


DEPICIEHCIES 


TAXABLE YEAR 


TYPE OF TAX 


AMOUNT OF TAX 


$i,8A8.89 


182,032.14 




TAXABLE YEAR 


TYPE OF TAX 


OVERASSESSMENTS 


AMOUNT OF TAX 



NAME AND AODrrss OF TAXPAYER(S) (Numbmr, atrmmt, elty or ttmm, State, ZIP Code) 

, 

SIGNATURE 

DATE 

SIGNATURE 

DATE 

SIGNATURE TITLE 

Bv_ 

DATE 



NOTE: Th* exacutlon and (litng of thi> walvar will expedtte 
adjustment of the tai • .abüity as indlcated abov«. It ls not, 
however, a final clos.-.g agreement under sectlon 7121 of the 
Intemal Revenue Code and does not preclude assertion of a 
further deflciency ln tiw monner provided by law if it ls later 
determlned that additlonal tax is dus; nor does lt extend the 
statutory period cf limltotlon for refund, assessment, or col- 
lection ol the tax. 

Furthermore, axecution and fllinq of thls walvsr wlU not 
preclude the toxpayer's fliinq under eection 6S11 of the Code 
a tlmely claim for refund or credlt, on wbich ( i disallowed by 
the Service) suit may be brought in the appropriate District 
Court or ths U. S. Court of Claims. 

If tht waiver is executed for a year for whlch a JOIN 
RETURN OF A HUSBAND AND WIFE waa flled, it must 
slgned by both husband cnd wl's unless ons, acting under a 
power of attomsy, stgns as agsnt for the other. 


If the taxpayer is a corporation, the waiver muct be slgned 
wlth the corporate name foilowed by the slgnatt re and title of 
the offlcerfs) duly authorlxed to sign. lt is not rtecessary that 
the corporatr seal bo afflxed IT»e space provlded for the seal 
is for the convenience of corporatlons required by charter or 
by the laws of the Juriadlctlon ln which they are lncorporated 
to affix their corporate seala in the execut. on of lnstruments. 

The walver may be executed by the taxpayer's attumey 
or agent provided such actlon is speclfically authorized by a 
power of attomey whlch, if nof prevlously filed, must accom- 
pany the form. 

If the waj-'vr is executed by a person acting ln a fiduci- 
ary copaclty tuuch as executor, admlnistrator, trustee, etc.), 
Form 56, "Notlee of Fiduciary Relatlonshlp," should, unless 
prevlously filed, accompany this form. 

































Internal Revenue .• ' t 
Service Center - - 


ANDOVËRt MASS 


V t10IÜ8563 


Identifying Ni mb»r 


If you inquire obout 


hARsy 4 MARIAN ‘-KRAtT 
56-07 FRESH WEADOU. LANE 
FLLSF TNFj K Y ? - 11365 


refer to thete 
numberi or ottocK 
thit notice 


Oocument loco»or Némber 


1040 


31. 1966 


ACCCUNT.ADJU5TMENT BILL FCR- JAX DUE 1 
.iÜilCE._QU£.-CN -ACCCUNT -BEECft£—ADJU&TMENT— _ , _ 


'" ' .. adjustment ccmputation 

TAy- i'.CREASE :• . •*.; ... 

iMËRËSf -charce cn- this adjustment • 

... . 1SËT .ADJUSTMENT . CMARGE . . 


•'199,00 


BALANCE due 


Form 4188 (R*y.10-68| 
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u. S. TAX COURT 
MMKED Kü IDENTIFICATIO 
ADMITTED IN EV'DENCE_ 

NOV 1 2 1973 

romOKBTS EXHIBIT _ 

WWNUtNI'S EXHIBIT *£ 


Respondent’s Exhibit G 


Agreement nad« June 1, 1066, between TRIO .VIF ' 6 CABLE CORP., 

✓ 

a New York Corporation, having ita prlndpal place of business at 200 
MQserole Avenuo, Brooklyn, New York, hereinafter called tlio Lossor, and 
NAS3AU PLASTICS 6 ^IRE CORP., a New York Corporation, having its principa: 
place of business at 212 Heserole Avcnue, Brooklyn, Now York, hereinai'ter 
callod the Lesseo, 


1. The Lessor horoby leasea to the Lessee tho nachines of the 
Lessor designated as followst one three and one quarter (3 l/4)inch - 
Ilartig Plastic Extruder 1964 To 1 ratio, one Kerringbono Gcar Box, ono 
Crosshead with cooplete set of tools, one Keat Control Panel with 4 
/test Heat Controls wlred into oxtruder barrel, one water trough, cne 
capstan wlth controls and Reliancé Variable spced unit, one Oancer wirod 

to ono Davis Electric dual takeup, cntiro coaplex wired to work in 

% 

unison. 

« 

2. Iho nachines shall at all tioss bo tho solo property of the 
Lcssor, and the Lessea shall havo no property theroin, but only tbo 
right to uso tho mchincs upon tho conditions herein contalpcd. 

3. The nachinos shall nct t* ranaferred, delivered, or sublct 
to any other person or corporation, and this agroemont shall not bo 
assigned by tho Lessoo. 

4. Tho Lossor shall at «11 tioes havc freo accoss to the 
nachlnes for the purpose of inspection or cbservation, or to oake 
alteratlons, repalrs, improvemants, or additions, or to doteroine tho 
naturo or extent of use of the oachinos. 

5. The Lessoe, at lts own expense, shall keep the oacliincs in 
good «nd efficient worklng oonditlon. If at «ny tioe, in the oplnion oi 

s 

the Lessor, the nachlnes sre not in good «nd effident working condition, 
the Lessor, without prejudice to «ny other of its rights or reoedies, 
oay give written notlce to the Lessoe to put such oachinery in good «nd 
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efficiont workinj condition, and to rejlnco «U brokcn or oissing parts; 
end if the Lessee doos not within fifteon (15) dsys fron the dote of 
receipt of such notico comply thcrewith, the lessor wy ceusc such 
machinery to bo put in good end efficient working condition. and msy 
supply such hroken or sdssing parts, and the Lessee shall forthwith pay 
to the Lossor the exponse of tnahing such ropairs and the cost of all 
parts so supplied, at the regular prices established by the Lessor thoro 

for. 

6. 1ha Lessea shall obtain frota tha Lessor exclusively, and 
shall pay therefor at the regular prices frora time to time establishoü 
by the Lessor, all duplicate parts, extras, mechanisros, and devices of 
every kind used in operation orTepairing the roachinesi and the Lessec 
shall not otherwise roake any addicion or alteration to, or subtraction 
frum, the machines vjithout the prior written consent of the Lessor. 

7. The Lessee shall not permit anyone to injure, deface, or 
remove «ny pl«te, dates, numbers, or other lnscrlptions, now or hereaftoij 
impreased on or affixed to the roachir.es by the Lessor. 

8. ühe uachines, until redelivered to the Lessor, shall bo helo 
at aJLl tiroes at the sole risk of the Lessee froro injury, loss, or 
destruction; and in case the roachincs, or either thereof, shall be 
destroyed by fire or otherwise beforo such redaiivery, the Lessee ShaU 
wy t0 the Lessor in respect to each roachine so destroyed $35,000.00 as 
partial reiroburseroent to the Lesaor for such dcscruction, and the Lcosce 
shall retum forthwith to the Lessor whatever remains of the roachincry 

so destroyed. 

&. Until redelivery of tho roachines to the Lessor, the Losscc 
shall pay all taxes and assesscaents which may bc levied upon or in 
rospect to the roachines by virtue of any interest thcrein, upon 
whorosoever they «ay be levied. 










JA 268 


10. The nachines 6ha 11 be used only by operators in tho dir ?ct 

ea.ploy of the Le sae, and arüy in tho factory now occupiod by it at its 

principal plac« of business, and shall bo used only for the purpose of 
insulating and spooling coppor wire, siado by tr for the Lessoe. 

11. The Lessee shall pay to the Lessor for the use of tho 
cquipment the sum of $6,000.00 per annura in equal monthly installments 
at tho end of each month in tho sum of $500.00. The first monthly 
payment shall be due June 30, 1966, and monthly theroaftor for the term 
of thls lcase. 

12. Thi9 lease shall continue for five (5) years from tho 

date hcreof, unloss soonor tcrminatod by the Lossor bocause of the 

*• • 

Lessce's brcaeh, ln five (5) days- writton notice to the Lessee. ht tha 
ond of the prosent term, unless this leaso is renowcd, tho machinos ohall 
continuo to bo held under the terms of this agrcement for an lndoflnito 
tcrm, providcd that thereafter eithor party on sixty (69 days writtcn 
notice to the other may terminate this agreement. This loase shall 
termlnate autooa'rically, unless the Lessor shall olect othcrwi*« on 
writtcn notice to the Lessee, ln case tha Lessoe bocoa.os bankrup- or 
insolvent, or raakes or exocutes any bill of salo, deed of trust, or 

assignraont for the benofit of creditora, or attempts to aoll, mortgcgo, 

• 

loaso, or remove tho machines or oitiier of thom, ör in case a rocoivcr 
is appointed for the Lesaoe, or any dlstress, execution, or attachmont 
is lcvied on the machines. 

13. Upon tho termlnation in any raanner whatover of this agrcc- 
mcnt, the Lcsoee shall forthwith deliver the machlnes to tiie Lessor, 
complote and lr. good condition, rcasonable wear exooptod; and thc .„essor 
1s hercby authorized to entor upon any premises where the raachines or 
oithcr thcm iray be found, and take possesslon of and reraove r 
oadiinea.« 

IN WXTNCSS «VHEREOF, the partics have executed this agréemont 


i 
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BEc 



tOTAU or MVOiCKt 
UtM % OIKCOUNT 

LfM_ __ 

TOTAL okductions 
AMOUNT or CMCCK 
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Respondent’s Exhibit H 


IS Ai.. .i t» Pl.AKTK K & WlKK Cö. 
- 2 MKSKIfOI.K AVKNUK 
nRO..Al.V\. XKW VOHK II3«2 
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(IoJüL^J 


® tJ /✓ ,üi>( TT? 




-Dollars 


BANXGRS TRtTST COMPANT 
BSO SEVENTH AVEN''E 

NEW YORK. N. Y. 23 


NA8KAU PI.ASTICS «* WIRE CO. 

V / 


irT&& re 




Naskau Plastics & WlKE Co. 

312 MKSKHOU AVK.VUK 
RROOKI.YN, NKW VOHK 11323 


/OOYV 


total or invoic(* 

IIM % DIKOUNT 

LCM__ 

VOTAk OfauCTiON» 
AMOUNT or CHCCK 


( Q C$~ /V \f\lp(> 210 


Thb Sum 25 QOQgolsOO _Dollars 


BANKERS TRUST COMPANT 
8SO SEVENTH AVENUE 

NEW YORK. N. V, 23 


W _Dollars 

NASSAU PI.ASTICS ât WIRE CO. 


2 io-o io3i: 
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/l MKlfa' KftoT' 

CATHEDRAL OF TOMORROW, INC, 
REX E. HUMBARD, PRESIDENT 

MAUDE AIMEE HUMBARD, SEC. 



CATHEDRAL OF TOMORROW, INC 
REX E. HUMBARD, PRESIDENT 

MAUDE AIMEE HUMËARD.SEC. 
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MANAGEMEINT M £T T H O O S, 

t *Sr firmter. ncw rowtr. n r. iooir • wummAY h»ll *-iOO» 

coNauLTAHTa in Acou/ainowa ■ nmmotma • n«-»wcma 


Personal and 
Confidential 


Rev. Rex E. Humbard 
Cathedral of Tomorrow, Inc. 
Box 3500 

Akron, Ohio 44310 


October 13, 1966 


U. s! TAX COURT 
MARKtO FOR lOENTlFICATtOI 
AOMITTED IN EVlOENf'- 


NO V 1 2 1973 

PETITIPNER’S exhibit 
»«PON0ENTS EXHI0IT 



Re: Nassau Flastlcs & Wire Co. 


A 


Dear Reverend: 

I have the very pleasant duty of advising you that we 
have today made a oeposit to the order of Cathedral of Tomorrow, 
Inc., Special Account No. 3,‘ and within fifteer. days or so you 
should receive a disbursement of $15,400. I have also been advised 
that approximately some time in January or February 1967 (if present 
business continues as it is expected) you should receive a check in 
excess of $50,000. 

I am enclosing two checks foi^ $25,000 each, which con- 
stitute the $50,000. down-payment which was to have been made to 
the sellers on August 1, 1966. I am not certain that 1 advised 
you that the cash flow at that time was insufficient. Therefore, 
will you please endorse the checks on the reverse side as follows: 


"Cathedral of Tomorrow, Inc. 

Bv Rev. Rex E. Humbard. President 
Maude Aimee Humbard . Secretary" 

4 ■■ ■ ■ — - 1 — 1 ’ 

and retum the two checks to me as expeditiously as possiole in 
the enclosed envelope. 

Please advise Mr. Iden that all of the documents are now 
in proper form and that I will very shortly forward them to him 
for his files. 

My warmest personal regards, 

L/tVtC K C 

EOCrsbr Eugene 0. Cobert 

E ncst For Management Methods, Inc. 
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Opinion of Arnold Raum, J. 
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62 T. C. NO. 48 

JUDGE 


COMR 


UNITED STATES TAX COURT 

FILES 



AARON KRAUT AND IRIS KRAUT, Petitioners v. COMMISSIONER OF 

INTERNAL REVENUE, Respondent 

HARRY KRAUT AND MARIAN KRAUT, Petitioners v. COMMISSIONER OF 

INTERNAL REVENUE, Respondent 


Docket Nos. 7663-70, 7664-70. Filed June 27> 1974. 


* In 1965 petitioners organized and became the 

scle stockholders of Nassau Plastic & Wire Corp. 

("Nassau") to manufacture wire to be used in 
Christmas decorations. Less than cne year later, 
petitioners entered into an agreement to sell their 
Nassau stock to Cathedral of Tomorrow, a Federally 
tax-exempt religious organization, which simul- 
taneously agreed to licp’idate Nas3au. Nassau's 
assets ccnsisted almost ti.tirely of a second hand 
automobile, $ 50,000 of receivables, and a five- 
year lease of its single piece of machinery — all 
subject to liabilities in excess of $36,000. Th-: 
stated sales price was a flexible amount ranging 
from a minimum of $500,000 to a maximum of 
$3,500,000, and was payable primarily out of 75 
percent of the business' net income for the en— 
suing ten years. As employees, petitioners re- 
mained in control of the operarion of the busi- 
ness. In the event of default, petitioners sole 
recourse was the enforcement of a lien upon the 
business' assets. The lease agr< 2 ement for the 
machine entitled the lessor, a corporation wholly- 
owned by petitioners, to terminate the lease uni- 
laterally after the expiration of its initial term. 

Held, this transaction amounted merely to the pay- 
ment of a fee to Cathedral in return for lending its 
tax exemption to Nassau's earnings rather than the 
actual transfer of the business to Cathedral, and it 
therefore did not constitute a bona fide sale of 
a capital asset within the meaning of section 1222(3). 

Sidney N. Solomon . Fredric Scheinfeld , ar.d 0. John Roqge, 
for the petitioners. 

Stanley J. Goldberg and Walter C. Wslsh , for the respondent. 


SERVEI' JUN 2 71974 




¥ 





2 


JA 274 


The Commissioner determined deficiencies in petitioners' 

1967 income tax as follows: 

Docket No. Petitioners Amou nt 

7663- 70 Aaron and Iris Kraut $254,437.12 

7664- 70 Harry and Marian Kraut 258,544.82 

The cases were consolidated for trial. At issue is whether an 
agreement by which two of petitioners purported to transfer the 
stock of their wholly-owned corporation to a tax-exempt chari- 
table organization in exchange primarily for a portion of the 
business' profits for a period of ten years constituted a bona 
fide sale within the meaning of section 1222(3), I.R.C. 1954, 
thereby entitling petitioners to capital gains treatment in 
respect of the proceeds. In the event such a sale did occur, 
there is the further question whether those proceeds in excess 
of approximately $168,000 were capital gains. 

FIITDINGS OF FACT 

The parties have filed a stipulation of facts which, 
tcgether with its accompanying exhibits, is incorporated herein 
by this reference. 

Petitioners Iris Kraut and her husband Aaron Kraut resided 
in Oceanside, New York, at the time they filed their petition 
herein; petitioners Marian Kraut and her husband Harry Kraut re- 
sided in Flushing, New York, at the time they filed their peti- 
tion herein. Both pairs of petitioners timely filed joint 
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Federal income tax returns for the year 1967 with the district 
director of internal revenue at Brooklyn, New York. 

Aaron Kraut and his brother Harry together were in the 
business of developing and manufacturing e h ric wire of 
various types. For at least 20 years they ha.d owned and acted 
as president and vice president; respectively, of Trio Wire & 
Cable Corporation ("Trio"), which was primarily concerned with 

the production of assorted types of wires and cables encased 

* 

in plastic insulation. In addit'ion to and as an offshoot of 
that business the Kraut brothers in or around 1960 formed a 
separate corporation, Christmas Wire Manufacturing Corporation 
("Christmas Wire"), through which they hoped to penetrate the 
more specialited and very competitive market for wiring used 
in the manufacture of Christmas decorations. Although Trio 
itself did not produce such wire, it owned the necessary 
machine, an extruder, which Christmas Wire made use of. The 
extruder was housed in a leased building, one of three separate 
but interconnected buildings on Meserole Avenue in Brooklyn in 
which Trio carried on its business. That machine appears to 
have been the cnly item of equipment used in the production of 
the Christmas wire, amd the record fails to show that any ap- 
preciable number of employees was engaged in its operation. 
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The heart of the manufacturing process for Christmas wire 
consisted of extruding a coat of plastic insulation around 
light gage wire. The Christmas decoration manufacturers who 
purchased the wire then attached light bulb sockets to it by 
•means of small brass spurs on the sockets which punctured the 
plastic jacket and made contact with the electric wire inside. 

A major problem for manufacturers of such wire was the normally. 
tough consistency of the plastic used which created difficulty 
in attaching the sockets and thus led to a high "rejection 
rate" in the decoration assemb?.y process. As a resulr of 
various problems, primarily the rejection rate, the Kraut 
brothers brought production under Christmas Wire's name to an 
end sometime in the spring of 1965. Although the Krauts "sold" 
the Christmas Wire corporation at that time at a price not 
satisfactorily shown in the record, the purchaser never ccn^* 
ducted operations at the Meserole Avenue location. The Krauts- 
retained the use of Christmas Wire's premises as well as Trio's. 
extruder which remained there. Within a very short time there- 
after, possibly as little as several weeks and certainly no. 
more than a few months, Harry and Aaron Kraut formed another 
corporation, Nassau Plastic & Wire Corporation ("Nassau ), 
which they intended would operate as an adjunct to Trio similar«. 
in fashion to Christmas Wire. As a matter of convenience. 
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Nassau issued all of its stock, 200 shares, in equal amounts to 
Iris and Marian Kraut in return for their contributions to its 
capital of $100 apiece. Although neither Aaron nor Harry con- 
tributed to Nassau’s capital, they nonetheless were the domi- 
nant figures in its activities, while their wives provided no 
services at all to it. Nassau occupied the same premises which 
Christmas Wire had previously used, and its only equipment was 
the extruder belonging to Trio which Trio had in the past sup- 
plied to Christmas Wire. Nassau required the extruder to 
manufacture Christmas wire with a new insulating material which, 
due to its easily penetrable consisvency, promised to minimize 
the rejection problem associated with conventional plastic insula 
tion. This new material was, however, "an unknown quantity", 
and its resistance to wear and decay over a period of several 
years was as yet unproven. Despite *he new material's alleged 
superiority to the insulating material commonly in use at the 
time, the Krauts did not obtain, nor apparently did they apply 
for, a patent on it. 

On its Federal income tax return for the fiscal year ended 
June 30, 1966, Nassau reported gross income of $26,189.84, which 
represented the difference between its sales of $492,305.16 and 
its cost of goods sold, $466,115.32. The cost of goods sold con- 
sisted entirely of merchandise bought for manufacture or sale; 











6 


JA 278 


Nassau reported no expense for salaries and wages other than 
$2,600 paid to the Krauts, no expense for use of the extruder, 
nor any expense for the building in which it was kept. As of 
june 30, 1966, Nastau maintained no inventory whatsoever. 

After deducting the Krauts' salaries, taxes, depreciation on a 
car, and $5,913.40 of operating expenses, Nassau reported a 
taxable income of $15,831.56 and a resultant tax liability of 
$3,482.94. 

At some time in the early part of 1966, Management Methods, 
an investment counseling and legal firm located in New York City, 
brought to Reverend Rex T. Humbard, its client, a proposal for 
the purchase of Nassau. Reverend Huitibard was the pastor of the 
Cathedral of Tomorrow ("Cathedral"), a Federally tax-exempt 
religious organization in Akron, Ohio. Its activities included 
conducting Sunday services, a Sunday school, and youth groups as 
well as sp. osoring the worldwide telecast of its church services 
and supporting an exten ve missionary program. Among its assets 
Cathedral owned two businesses, at least one of which it had 
acquired in an entirely debt-financed transaction. After ex- 
pressing his preliminary interest in the proposal concemrng 
Nassau, Reverend Humbard with his associates undertook to ex- 
amine Nassau's business more ckosely. 
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Before the parties had entered a binding agreement, how- 
ever, Xris and Marian Kraut executed an agreement with a party 
identifled only as Wilson M.old i. Die Corporation ("Wilson") on 
May 31. 1966, purporting to ..11 to it their entire interest in 
N.esau, payments to commenoe on September 1, 1966. Beyond 
participation in this contract, the record contains no evidence 
as to any and .11 particulars in respect of wilson and its 

principals. 

0n the following day, June 1, 1966, Trio and Nassau exe- 
cuted an agreement whereby Trio loased to Nassau the extruder 
which Nassau had theretofore been using along with its accompany- 
ing apparatus. The lease was to run for a term of five years. 
to continue indefinitely thereaiter but subject to termination 
by either party upon 60 days' written notice. Nassau agreed to 
pay Trio ?500 per month. The lease further provided that, 
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The Lessor [Trio] shall at all times have free 
access to the machines for the purpose of in- 
spection or observation» or to make alterations* 
repairs, improvements, or additions, or to deter- 
mine the nature or extent of use of the machines. 


Furthermore: 

The machines shall be used only by operators in 
the direct employ of the Lessee [Nassau], and 
only in the factory now occupied by it at its 
principai place of business, and shail be used 
only for the purpose of insulating and spooling 
copper wire, made by or for the Lessee. 

Iris and Marian Kraut signed on behalf of Nassau. 

Shortly uhereafter, before the time of its perforroance had 

arrived, Nassau and Wilson abandoned their purported contract 

of sale. In a separate three-cornered agreement dated June 15, 

1966, only 15 days after the initial contract, Wilson assigned 

all of its rights and delegated all of its duties arising 

under the May 31, 1966, agreement to Cathedral; Iris and 

Marian Kraut agreed to reloase Wilson from the prior contract, 

and Cathedral covenanted to purchase Nassau's stock according 

to the following terms: 


X 


< 
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The Buyer [Cathedral] shall take all such act.ion 
as raay be required so that on or as of June 25, 

1966 Nassau Plastic shall be liquidated and all of 
its assets distributed to the Buyer. Simultaneously 
with the execution of -this Agreement, the Buyer, 
with the consent of the stockholders and directors 
of the Sellers [Iris and Marian Kraut], shall take 
ateps forthwith to accomplish the following: 

(a) Create a separate operating- 
manufacturing unit, cwned by the Buyer, to 
be denominated and known as Nassau Plastic 
(hereinafter sometimes interchangeably re- 
ferred to as "Nassau Plastic & Wire Co.” 

; * * *); the Buyer to file such documents 

with the proper governmental authorities 
as may be necessary to effectuate the same. 

(b) The name of Nassau Plastic & Wire 
Corp. shall be changed forthwith, to such 
name as the Buyer may designate. 

******* 


The purchase price for all of the stock sold 
under this Agreement shall be not less than 
$500,000 (hereinafter called the "Minimum Price") 
nor more than $3 1/2 million (hereinafter called 
the "Maximum Price"). The purchase price shall 
be paid by the Purchaser to the Sellers at the 
following time in the following manner and to the 
extent set forth below: 

(a) For the period from June 25, 

1966 to July 1, 1966, 100% of the net 
income of the Corporation shall be- 
long to the Sellers; the Purchasers 
shall receive credit for said amount 
toward the purchase price. 

(b) $50,000 on or before August 1, 



1966. 
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(c) For the balance of the year 1966 
and in each of the years 1967 through 
1976 terminating however on June 30, 1976 
inclusive, unless the Maximum Price be 
paid in full prior thereto; commencing 
with the 15th day of October 1966 and on 
the 15th day of each January, Aprii, July 
and October thereafter in respect to each 
preceding quarterly period from July 1, 

1966 through June 30, 1976, an amount equal 
to 75% of the Corporations [sic] netincomebe- 
fore Federal income taxes for each of such 
next preceding fiscal periods. In the 
event a loss occurs in any quarterly period, 
said loss shall be utilized as an offset in 
each of the succeeding quarterly periods 
(until said loss has been recouped) before 
payments to the Sellers are resumed. 

(d) In any event and notwithstanding 
any provision in this Agreement with re- 
spect to the contingent deferral of in- 
stallment payments of the Purchase Price, the 
full Minimum Price referred to above and 
any portion of the Maximum Price referred to 
above which Sellers may become entitled to 
receive shall be paid in full on or before 
July 15, 1976. 

* 

(t) The Purchaser may prepay at any 
time all or any part of the unpaid amount 
of the Maximum Price. 

The terms of payment agreed to by Cathedral largely reflected 
the substance of Wilson's antecedent commitment, the one 
notable difference being that Wilson had agreed to pay 75 per- 
cent of its pre-tax earnings only through June 30, 1971, thereafter 
applying the same percentage to its after-tax income for the 

duration of the ten-year period. 

The ultimate transaction did not contemplate any cash outlay 
by Cathedral, either at the outset or in the event of default. 
Although the terms of the contract provided ior an initial 

$50,000 payment on August 1 irrespective of Nassau's profits. 
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Nassau'S assets at the time of the purported sale included 
$50,089.75 of notes and accounts receivable plus $2,323.36 in 
cash. In point of fact, petitioners permitted Cathedral to post- 
pone that payment until mid-October, 1966, by which time Nassau had 
generated suf ficient cash f low from which Cathedral could pay peti- 
tioriers. E^n though iris and Marian Kraut retained a security 
interest in all of the assets, business, and good will of 
Nassau, their interest was subject not only to prior 
liens, but to "the rights of present and future general 

creditors for obligations arising in the regular course of 
business, and liens, collateral or security for the loan or 
loans advanced or to be advanced by any bank." Moreover, it 
was stipulated that, in the event of Cathedral's default in 
payments or otherwise, enforcement of the security agreement 
would constitute the seller's exclusive remedy "cind in no event 
shall the Sellers seek an^ deficiency judgment or other judg- 
ment for damages against the Buyer." In addition thereto, 
Cathedral agreed to emplcy both Harry and Aaron Kraut as its 
chief executive officers, Aaron in the capacity of production 
manager and internal office manager and Harry as sales manager. 

As such, Cathedral granted them full authority and responsi- 
bility to direct the business of Nassau in every respect. For 
such services, CathedralagreeC to pay them each $5,200 yearly, 

4 

their employment to terminate on the day following the date of 
Cathedral's final payment to Iris and Marian. 






II I — — 


JA 284 

- 12 - 

At the tiroe of this agreement, Naasau owned neither the 
building in which it oporc'ed nor the ningle piece of roachinery 
with which it produced wire. Its interest in the machine con- 
sisted of the five year lease from Trio described above. On 
its tax returns for the year ending June 30, 1966, it listed 
total assets in the aroount of $53,867.56, of which notes and 
accounts receivable amounted to $50,089.75; the remaining assets 
consisted of cash and an automobile. In the same return, it 
reported $36,575.99 in accounts payable while its capital ac- 
count showed $200 in respect of its common stock. 

Following the disposition of the stock, Nassau's opera- 
tions continued at the same location with the same personnel 
using the same equipment, and apparently under the same or a 
very similar name. Harry and Aaron Kraut, as "Cathedral's em- 
ployees", still managed the business. Under this arrangement 
the business met with early and quite remarkable success. Al- 
though on August 1 the business' cash flow apparently had been 
insufficient to provide Cathedral with the funds necessary to 
make the down payment then due, on October 12 Harry Kraut drew 
two checks of $25,000 each on Nassau's account in favor of 
Cathedral which Reverend Humbard then endorsed as payable to 
Iris and Marian Kraut individually. During the remainder of 1966 
Cathedral paid Iris and Marian an additional $97,500? in 1967 
Cathedral paid them a total of $1,332,500, which raised the 

This is a gross amount against which there should be charged 
$64,225, the related expenses of collection, leaving a net amount 
of $1,268,275. 


\ 
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owrall level of paymenLs to $1,480,000. After 1967, though, 
the business rapidly became unprofitable, and in 1969 it ceased 
operating altogether. The sudden turnabout in the business' 
fortunes was attributable, at least in part, to its competitors' 
ability to reduce the rejection rate of their Christmas wire 
through inproved techniques and production quality. Ownership 
of Nassau's then remaxiiing assets, which were of neglit ible 
value, reverted to the original owners. 

In each of. their respective joint income tax returns for 
1967, petitioners reported the receipt of $666,250 from Cathedral, 
of which they treated $27,720.83 as interest and from which they 
deducted collection expenses of $32,112.50, primarily brokers• 
commissions. They then listed the net amount of $606,416.67 in 
each return as long-term capital gains and computed their tax 
liability according to the alternative tax provided in section 
1201(b). In each of his deficiency notices, the Commissioner 


determined 
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that $595,776.09 of the arooimt oollected in 1967 
pursuant to the sale of your shares of stock m 
Nassau Plastics & Wire Corp. to the Cathedral 
of Tomorrow, Inc. in 1966, payments to be roade_ 
out of the profits of the company sold ; cons 
tutes ordinary income to you m 1967. 


in arriving «t this amount, the commissioner assigned to the 
stock of Nassau a selling price of $168.445.60, a value equal 
to ten times the taxable income of Nassau for the taxable year 
ended June 30, 1966. 2 He then made the following conputation: 


Amount received in 1966 and 1967 
Less interest as reported 

Amount deemed applicable to selling 
price of shares 
Balance 

Less expenses incurred in 1967 
Increase in ordinary income for 196/ 
50% applicable to each shareholder 


$1,480,000.00 
56.904.16 
$1,423,095.84 

168.445.60 
$1,254,650.24 
fi3.098.07 
$1,191,552.17 
$ 595,776.09 


T7 


Nassau 's Federal income tax return 
. ne rjr» 1 qfifi indicated taxable income of $15,831.56, whicn, 
roultiplied^by'lO^equals only $158.315.60 The Commissroner. 
on brief, noted the discrepancy between thrs amount and the 
figure used in computing the deficiencies, bu 
now^contend that the value of Nassau's stock should be 
limited to the lower figure. 
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OPINION 

• RAUM, Judqe : This case presents a factual variation of 
a common transaction, the heart of which is the debt-financed 
acquisition of a going business by a tax-exempt organization. 
Prior to the Tax Reform Act of 19b9, churches described in section 
501(c)(3), I.R.C. 1954,which were exempt from ordinary taxation 
were also singled out in section 511 (a) (2) (A) for relief from 
taxation on so-called unrelated business taxable income.^ 

_ * __._ ' _ 

3» Part III of Subchapter F of Chapter 1 of the 
Income Tax Subtitle of the Internal Revenue 

Code, consisting of sections 511 through 515, extends tax- 
ation to the business income o'f certain exempt organizations. 

The critical language therein is "unrelated business taxable 
income", a defired term denotmg income from a trade or busi- 
ness carried on by the exempt organization but which trade or 
businessis not substantially related to the organization's 
exempt purpose. Section 511(a)(1) contains the operative 
language of Part III, imposing a tax on the unrelated busi- 
ness taxable income "of every organization described in para- 
graph (2)". Section 511(a)(2), as effective in 1967, provided 
in relevant part: 

(2) Organizations subject to tax.— 

"(A) Organizations described in section 501 (c) (2), 

(3) , (5), (6), (14)(B) or (C), and (17), and section 

401(a).—The taxes imposed by paragraph (1) shall 
apply in the case of any organization ( other than 

a church , a convention or association of churches, 
or a trust described in subsection (b)) which is 
exempt, except as provided in this part, from tax- 
ation under this subtitle by reason of section 
401 (a) or of paragraph (3), (5), (6), (14) (B) or 
(C), or (17) of section 501 (c). Such taxes shall 
also apply in the case of a corporation described 
in section 501 (c)(2) if the income is payable to 
an organization which, itself is subject to the 
taxes imposed by paragraph (1) or to a church or 
to a convention or association of churches." 

[Emphasis supplied.] 


(Footnote continued on next page.) 
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Thie provision ensbled a qualified ohurch to reoeive the in- 
come from the operation of a trade or business. its.lf unre- 
!ated to the churoVs exen.pt purpose. without incurrin, tax 
liability on the proceeds. provided th« business was not 
conducted as a separate oorporate entity/ Arrangements of 
this type held out to businessmen the prcspect of re- 

lieving the tax burden on otherwise taxable business profrtn 
by 'bellinef the business to a church. which could then pass on 
a substantial portion of those untaxed profits to the seller 
as deferred payment of the purchase price. ultimately result- 
ing in tax Uability of the seller only for long-term caprta, 

gains. 

in the case before us. the events of which transpired 
prior in time to the amendment of section 511 (a) (2) (A). 
Commissioner has challenged petitioners' decision to treat the 


T“ (Continued.) 

The Tax Reform Act of Ue^ section^lU (a) • e “P“ led 

the preferred s tatus of chur h nth | aca l exception m 

business xncome by dexecing v 

section 511(3) (2) (A) . 


4. 


Treas. Regs. section 1.511-2 (a) (3) (ü) • 
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payments received from Cathedral as long-term capital gains. 

He proposes two bases for this conclusion: first, that the 

totality of the dealings between the parties did not amount to 

a bona fide sale, without which long-term capital gain does 
5 

not arise; second, that in the event we find this transaction 
to exhibit the substance of a sale, the value of Nassau's 
stock was nevertheless limited to $166,445.60, and the payments 
which petitioners received in excess thereof were thus not 
"from the sale or exchange of a capital asset". To these con- 
tentions petitioners respond simply that there was a bona fide 
common law sale, that the agreed-upon price for Nassau's stock 
resulted from arm's-length negotiations between the parties 
and fell well within a reasonable range of values in light of 
Nassau's alleged potential sales volume. We, however, are not 
persuaded by the evidence before us that the Commissioner has 
erred. 

T. 

SEC. 1222. OTHER TERMS RELATING TO CAPITAL GAINS AND 
LOSSES. 

For purposes of this subtitle— 

******* 

(3) Long-term capital gain.—The term "long- . 
term capital gain" means gain from the sale or 
exchange of a capital asset held for more than 
6 months, if and to the extent such gain is taken 
into account in computing gross income. 

******* 


r 
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It is a cardinal rule that, in characterizing a trauis- 
action for purposes of teocation, we are obliged tc 'ook beyond 
the form in which the parties have chosen to cast it and to 
draw our conclusions from that which we perceive to be the 
substance of the matter. Griffiths v. Commissioner . 308 U.S. 355, 
357-358; Hiqqins v. Smith , 308 U.S. 473, 476; Jack E. Golsen , 

54 T.C. 742, 754. affirmed 445 F. 2d 985 (C.A. 10). In 
particular here we must determine whether the parties effected 
a true sale of Nassau's stock. In its benchmark decision in 
this area, Commissioner v. Brown , 380 U.S. 563, the Supreme 
Court addressed itself to the relevant characteristics of a 
sale, stating (380 U.S. at 571): 

"A sale, in the ordinary sense of the word, is 
a transfer of property for a fixed price in money 
or its equivalent," Iowa v. McFarland , 110 U.S. 

471, 478; it is a contract "to pass rights of 
property for money, — whicl the buyer pays or 
promises to pay to the seller * * *," Williaunson 
v. Berry , 8 How. 495, 544. 

Inherent m the Court's understanding of a sale is the notion 
of movement through exchange, the idea that, at the conclusion 
of the sale, the buyer possess that which was the object of 
the sale. And, indeed, this comports well with the "common 
and ordinary meaning" of a sale. Commissioner v. Brown , supra , 
at 571. On the strength of this definition, the Supreme Court 
characterized the transaction before it as a sale, and in so 
doing it underscored a variety of detail which impresses us as 
highly significant in analyzing the facts before us. 
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At the outset, the Court recognized the necessity of 

construing the term "sale" in a manner consistent with the 

purpose of the capital gains provisions of the Code. That 

purpose is (380 U.S. at 572) — 

to afford capital gains treatment only in situa- 
ions "typically involving the realization of 
appreciation in value accrued over a substantial 
period of time, and thus to ameliorate the hard- 
ship of taxation of the entire gain in one year." 
Commissioner v. Gillette Motor Co. , 364 U.S. 130, 

134. 

Unlike the facts in Brown . in which the transferred busi- 
ness had an adjusted net worth of $619,457.63 which included 
$448,471.63 of accumulated earnings, at the time of the present 
transaction Nassau's balance slieet showed total assets of 
$53,867.56, accumulated earnings of $12,348.62, and a net 
worth of only $12,548.62. Yet the purported sales price was 
a flexible figure between $500,000 and $3,500,000 as opposed 
to the correspondingly more realistic price of $1,300,000 in 
Brown . While the absence of accrued value is not conclusive 
with regard to the existence of a sale, it guite clearly 
demonstrates that the consideration here reflected whatever 
future income Nassau might produce rather than the typical 
capital gains situation "involving the realization of apprecia- 
tion in value accrued over a substantial period of time" as was 
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the case in Brown . We think that such a transaction may most 
accurately be described as a retained proprietary interest by 
the shareholders in the business' future earnings rather than 
the creation of a creditor's interesL in future earnings bom 
of past accrued value of a capital asset. To treat such as a 
sale is at odds with the very purposes of the Code in a lowing 
capital gains treatment for realization of the enhanced value 
of a capital asset. 

The Court in Brown further stressed the express finding of 
the Tax Court that the price paid was within reasonable Limits 
based on the earnings and net worth of the company. 380 U.S. 
at 572-574. In the context of a purchase to be financed en- 
tirely and exclusively from the earnings of the business acquired, 
this factor properly focuses attention upon what Justice Harlan 
referred to as the purchaser's "residual interest". Commissioner 
v. Brovm , supra . at 581 (concurring opinion). While Justice 
Jarlan agreed with the majority's conclusion that a sale had 
occurred, he offered the following analysis which we deem to 
be especially helpful in the case before us: 

— ' — 

V .. -I n this respect, we regard the $3,000,000 range within 
which the purchase price was allowed to vary as incompatible 
with a sale of Nassau's past accrued value and goodwill. 

Rather, it is highly suggestive of an arrangement by which the 
Krauts retained a most substamtial interest in Nassau's future 
profits. 
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[T]he Government might more profitably have broken 
the transaction into components and attempted to 
distinguish between the interest which [the tax- 
payers] retained and the interest which they ex- 
changed. The worth of a business depends upon its 
ability to produce income over time. What [the 
taxpayers] gave up was not the entire business, 
but only their interest in the business' ability 
to produce income in excess of that which was 
necessary to pay them off under the terms of the 
transaction. The value of such a residual inter- 
est is a function of the risk element of the busi- 
ness and the araount of income it is capable of 
producing per year, and will necessarily be sub- 
stantially less than the value of the total busi- 
ness. Had the Government argued that it was that 
interest which [the taxpayeis! exchanged, and only 
to that extent should they have received capital 
- gains treatment, we would perhaps have tiad a 
different case. 

It follows therefrom that to the extent the so-called sales 
price is excessive, albeit agreed upon, the purchaser's re- 
sidual interest is correspondingly diminished. Despite 
inadeguacies in the record before us, there is sufficient evi- 
dence to create serious doubt in our minds that Nassau's 
expected earnings even approximated, no less exceeded, the 
level necessary to render payments to the Krauts of $3,500,000. 
And to the extent the clouded record precludes us from making 
any specifj'j finding with reasonable confidence in this respect, 
we find that petitioners have failed to sustain their burden 
of proving that the facts were otherwise. 
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In urging upon us the reasonableness of the contract pnce, 
petitioners have relied heavily upon Aaron Kraut's projection 
of Nassau's sarnings from its new Christmas wire, which valu 
ation is supported, they argue, by the fact that Wilson Mold & Die 
Corporation, an allegedly non-exempt corporation subject to the 
constraints of taxation, agreed to substantiaixy the same terms 
as did Cathedral in a contract to purchase Nassau. At trial, 

Aaron Kraut testified that, based upon the customer acceptance 
of Nassau's new wire and the growing backlog of unfilled orders 
in the first half of 1966, he expect ,d Nassau to yield gross 
profits of $10,000,000 during the ensuing ten years. We, how- 
ever, simply do not believe this evidence. Petitioners intro- 
duced neither documentary nor other specific evidence of Nassau's 
allegedly skyrocketing business of early 1966. And Aaron 
Kraut’8 narrowly selective and seemingly self-serving memory 
rendered his testimony wholly unsatisfactory. On the one 
hand, he repeatedly professed his complete ignorance even of 
Trio’s and Nassau's most general financial concerns, such as 
the information in tax returns which he himself had signed, 
explaining that his brother Flarry handled all financial matters 
while he was engaged exclusively in the production end of the 
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business. Yet, with respect to the central question of the 
case, Nassau's earning capa^ity over a period of ten years, 
he presumed to ask the Court to rest content entirely on the 
strength of his knowledge of that matter. The valuation of a 
business is a delicate and sophisticated calculation, the 
more so with only one year's operation from which to extra- 
polate, and we are hardly inclined to credit Aaron Kraut 
with the neceosary knowledge or ability to lend the slightest 
prob^tive value to his testimony. 



Another instance of Aaron Kraut's remarkably inconsistent 
memory arose in respect of the sale of Christmas Wire, an 
event no more than eight years past at the time of trial. He 
at first professed to have no reccllection whatever of the pur- 
chase price, but after persistent cmestioning by the Court, 
prompted by the witness' startling total lapse of recall, he 
finally testified that the price was somewhere between 
$100,000 and $1,000,000. We did not find him a credible 
witness and are unwilling to ground our findings on what is 
so obviously contrived testimony. 

We also mention that, although the Government had sub- 
poenaed Harry Kraut to appear at trial, the Government's 
attorney explained that he had not sought to enforce the 
subpoena. Inasmuch as it was represented that Harry was 
scheduled to appear at a trial elsewhere at the same time, 
the Government attorney relied upon petitioners' counsel's 
assurance that Aaron was every bit as knowledgecQjle as Harry 
with respect to the details of Nassau's business. At trial, 
P®titioners' counsel did not contest the accuracy of such 
representation, and we simply note that petitioners must 

the consequences of their failure to adduce credible 
evidence o*f Nassau's value. 
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Insofar as Wiüson is concerned, we ar® faced with un- 
explained silence. The record is barren of evidence with 
respect to Wilson. We do not know what business, if any, it 
conducted, who its principals were and what rslationship, if 
any, existed between them and Cathedral or other persons in- 
volved in these transactions, and what negotiations, if any, 
preceded the signing of the contract. All we do know is that 
a party referred to as Wilson Mold & Die Corporation signed a con' 
tract to purchase Nassau's stock and 15 days later assigned 
the entirety of its interest in the contract to Cathedral. 

In the absence of any explanatory evidence (which was peculiarly 
within the control of petitioners) and in view of the two con- 
tracts' all too convenient timing, it is strongly suggestive 
the initial Wilson contract was merely a bootstrap effort to 
bolster petitioners' contention as to Nassau's fair market 
value, and we consequently must discount its evidentiary value. 

In addition to petitioners' failure to produce credible 
evidence supporting the value they have tried to attach to 
Nassau, what evidence the record does provide in respect of 
this issue compels us to conclude that petitioners have failed 
to show that fche contract price of as much as $3,500,000 was 
’riot grossly excessive. Nassau was a company which, in its one 
year of existence, had managed to generate profits of less 
than $16,000 before taxes, with total assets amounting to 




J 
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slightly more than $50,000 and a net worth of $12,548.62. Its 
only fixed asset was an automobile. Its sole product was still 
experimental in June of 1966, untested in actual use over a 
period of time. Most sigijificantly, though, was the fact that 

è 

the Krauts neither obtained, nor apparently did they apply for, 
a patent on the new wire of such allegedly explosive sales 
potential, nor was it shown that production depended on a 
trade secret. Petitioners offered no expianation for such 
omission. Even assuming, arguendo, that this wire possessed 
the marketing potential urged by petitioners, without the pro- 
tection afforded by a patent (and without any convincing evi- 
dence showing that production of the wire was based on a seci*et 
process) Nassau'r competitors could have appropriated such a 
valuable process and a CQrresponding share of the market for 
such wire. 

The decision in Brown rested as well upon a finding that 
the transaction had effected a real change of economic bene- 
fit, that the tcix-exempt organization involved there was moti- 
vated by the genuine prospect of owning outright the sub- 
stantial assets of a business after paying the purchase price 
in full. The record does not support a similar conclusion in 
the instant case. 
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Cathedral had no prospect of ending up with the substan- 
tial assets of an active business simply because Nassau owned 
no manufacturing assets at the time of the purported sale. 
Nassau's only fixed asset was an automobile; it owned no manu- 
facturing equipment, no building, no inventory. The single 
piece of machinery employed in production was the extruder 
which it leased from Trio. By the terms of that lease, Trio 
had the right to determine the nature or extent of use of the 
machine and Nassau could meLke no additions or alterations to 
the extruder without the permission of Trio. After the initial 
five year period ending on May 31, 1971, either party could 
unilaterally cancel the lease. In effect, the Kraut brothers, 
through their wholly-owned corporation, Trio, had reserved the 
power to terminate the lease and to repossess Nassau's sole 
source of income at any time after May 31, 1971. In that 
event,there would have been small likelihood that Nassau's two 
key employees, Aaron and Karry Kraut., would have remained with 
Nassau and applied their skills to rebuilding the business 

Q 

around a new extruder, even if one were available. Reduced 
to its essentials, this arrangement in substance would have 
permitted petitioners, after five years, to deprive Cathedral 

r. • 

8 

The extruder here under discussion had been specially 
tooled for the production of this wire, and the record leaves 
in doubt whether an extruder adapted as such might be readily 
available for purchase or rental. 
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of its newly acquired business, the value of which would have 
been obvious had the enteiprise been sufficiently profitable 
to permit Cathedral to pay the Krauts in full. 

On the other hand, although in Brown the Supreme Court 
rejected the argument that risk-shifting was an essential 
element of a bona fide sale, the transaction there nevertheless 
contemplated the payment by the exempt organization of a fixed 
price that was deemed to have a reasonable relationship to 
the subject matter of the sale. In the present case, however, 
the wholly unrealistic sales price coupled with the so-called 
sellers' remedy in the event of Cathedral's defëtult makes it 
obvious that vhat we have here is a transaction designed, on 
the one hand, to insure Cathedral against any expense in the 
event Nassau failed to generate sufficient sales and, on the 
other hand, to provide the Krauts with the practical oppor- 
tunity of recapturing the substance of Nassau's business in 
the event it proved profitable beyond the unrealistic level 
fixed in the contract. Our difficulty in discerning a sale 
in this arrangement is not that risk-shifting xs absent; it 
is that nothing of substance has shifted other than a portion 
of the business' prcfits to Cathedral for a limited period of 
time. And the lacter was merely the price that the Krauts 
paid for the opportunity of claiming capital gains treatment 

t i 

in respect of future speculative profits that might be 
realized by the enterprise. Petitioners have thus failed 
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entirely to demonstrate that their arrangement with Cathedral 
contenplated the prospect of Cathedral retaining any residual 
interest in Nassau. It follows therefrom that the transaction 
lacked the essentials of an exchange upon the basis of which a 

sale might be founded. 

♦ 

In a recent decision of this Court, Louis Berenson , 59 
T.C. 412, appeal pending (C.A. 2), the majority refused to 
recognize the bona fides of a purported sale of a business to 
a tax-exempt organization. In distinguishing the holding in 
Brown , the Court found that the agreed upon price was "grossly 
excessive", bearing no relationship to the value of the assets 
sold or to the earnings history of the business. The Court 
cor.cluded therefrom that the sale was merely a sham. In the 
present case the facts are even stronger than those relied 
upon in Berenson . Not only have petitioners here failed to 
demonstrate that the agreed upon price was not grossly ex- 
cessive, but moreover they have not shown by satisfying evidence 
that Cathedral entertained even a remote prospect of actually 
acquiring anything of value. Cathedral's residual interest 
in Nassau was purely nominal, and we think the facts therefore 
fall within the rale of Kolkey v. Commissioner , 254 F. 2d 51 
(C.A. 7), affirming 27 T.C. 37. The Seventh Circuit there 
decided that when, in a debt-financed acquisition by an exempt 
organization, the sales price is so grossly inflated that the 
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purchaser's prospect of finally owning the business outright 
is at best remote, the transaction does not amount to a sale. 
Likewise in the instant case, we are not persuaded that peti- 
tioners formulated the terms of payment for any purpose other 
than to secure this right to receive 75 percent of Nassau's 
profits throughout the specified period. It is our opinion 
that the transaction never contemplated the actual transfer 
to Cathedral of a going business in fact. Far from comprising 
a suie, this was quite plainly an agreement to pay Cathedral 
a fee in return for lending its exemption to Nassau's earnings. 
This is not to say that every debt-financed acquisition of a 
business by a charitable organization which is payable ex- 
clusively from its future earnings is a tainted éale. But 
the sweep of Commissioner v. Brown , 380 l.S. 563, is not un- 
limited, and we do not believe that either the lcgic or the 
intent of the Court's decision there compels a finding for the 
petitioners before us. The Supreme Court itself in Brown recog- 
nized the appropriateness of a contrary result in cases like 
Kolkey , 380 U.S. at 574, n. 7, and, in our view, there was here 
similarly lacking a bona fide sale. 


Although our finding that petitioners have failed to prove 
the existence of a bona fide sale to Cathedral is conceptually 
sufficient to render the entire net proceeds of the cransaction 
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taxable as ordinary income to Iris and Marian Kraut, the de- 
cisions to be entered herein will necessarily be limited by the 
Commissioner's computation in the deficiency notices. The 
Commissioner there determined an amount, $168,445.60, applica- 
ble to the selling price of the stock of Nassau (on the theory 
that there was a bona fide sale only to the extent of that 
amount), and only the proceeds in excess thereof, after deduct- 
ing collection expenses of $63,098.07, and interest of $56,904.16 
were deemed to be ordinary income to each of the shareholders. 

In the proceedings in this Court, the Commissioner contended 
alternatively that the entire transaction was lacking in bona 
fides — a conclusion which we have found to be valid and which 
would justify charging petitioners with the entire net proceeds 
undiminished by any so-called true selling price of $168,445.60. 


T. As noted above, p. , the Commissioner attempted to fix a 
sellinq price in terms of 10 times indicated taxable lncome. But, 

as pointed out in footnote _, supra, s ^; h ^More 

$15,831.56, and 10 times that amount wouid be $ 158 ,^ 5 ; 6 °* J*ore- 
over, the usual method of computing value m terms of a multiple 
of earnings is to use an after-tax and xf 

Nassau' s $3,482.94 tax liability is siÄtracted from ?^83U56 
there would remain net earnmgs of only $12,348.62. Accot g y, 
the 10 times earnings formula would yield a yalue of 5^3^486^20. 
It seems hardly likely that any greater muitipie tha:n 10 ^ould 
be justified in the light of -he fact that the stock " as Y 

held, that the company's net a sets were very modest xn »mount, 
that its only physical asset of any consequence was a second 
hand automobile, that its successful operation obviousiy depe 
upon the continued management of the enterprise y * 

that-.it had. such a brief history, and that lts sole product was 
untésted over a sufficiently lengthy period. 
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However, the Coitunissioner has not sought to amend the pleadings 

to ask for increased deficiencies, and in the circumstances the 

redetermination of deficiencies herein will be limited accord- 

ingly. Section 6214(a); Tax Court Rule 41(a) and (b). Cf. 

Commissioner v. Long's Estate , 304 F. 2d 136, 141-142 (C.A. 9), 

affirming an unreported Tax Court Opinion. We wish to add that 

in neither Commissioner v. Brown, 380 U.S. 563, nor in Louis 

Berenson, 59 T.C. 412, did the respective courts have before 

them an allocation by the Commissioner to the purchase prices 

therein, and our conclusion in these proceedings that the entire 

transaction lacked bona fides should not be interpreted as being 

inconsistent with the propriety of making an allocation if the 

% 

facts in a particular case are thought to justify such action. 
Due to concessions in another respect made prior to trial, 

Decisions will be entered 
under Rule 155. 
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) 

COMMISSIONER OF INTERNAL REVENUE, ) 

) 

Respondent. ) 


DECISION 

Pursuant to the opinion of the Court filed June 27, 1974, 
and incorporating herein the facts recited in the respondent's 
computation as the findings of the Court, it is 

ORDERED and DECIDED: That there is a deficiency in income 
tax due from the petitioners for the taxable year 1967 in the 
amount of $240,787.08. 


Entered: 
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It is hereby stipulated that the foregoing decision is 
in accordance with the opinion of the Court and the respond- 
ent's computation, and that the Court may enter this decision, 
without prejudice to the right of either party to contest the 
correctness of the decision entered herein. 


/hr- *~ 1 % 

SIDNEY /n. 


SIDNEY'N. S0L0M0N, 

Counsel for Petitioners, 

3000 Marcus Avenue, 

Lake Success, New York 11040, 
Tel. No. 516-437-6443. 



MEADE WHITAKER, 

Chief Counsel, 

Intemal Revenue Servic« 





THEODORE E. DAVIS ,' 

Assistant Regional Counsel, 

26 Federal Plaza (12th Floor), 


New York, New York 10007, 
Tel. No. 212-264-8134. 
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DECISION 


Pursuant to the opinion of the Court filed June 27, 1974, 
and incorporating herein the facts recited in the respondent's 
computation as the findings of the Court, it is 

ORDERED and DECIDED: That there is a deficiency in income 
tax due from the petitioners for the taxable year 1967 in the 
amount of $246,847.44. 


Judge. 



Entered:f£ß 1 1 lb/5 
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It is 'nereby stipuiaced that the foregoing decision is 
in accordance with the opinion of the Court and the respond- 
ent's comoutaticn, and that the Court may enter this decision, 
without prejudice to tne right of either party to contest the 
correci:ness of the dccision eatered herein. 



MEADE WHITAKER, 
Chief Counsel, 
Intemal 



SIDNEY N. SOLOMON, 

Counsel for Petitioners, 

3000 Marcus Avenue, 

Lake Success, New York 11040, 
Tel. No. 516-437-6443. 





THEODORE E. DAVIS, ^ 

Assistant Regional Counsel, 

26 Federal Plaza (12th Floor) 
New York, New York 10007, 
Tel. No. 212-264-8134. 
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Notict of Appeal Re: No. 7663-70 


|. < w li 3. 

UNITED STATES TAX COURT 
AARON KRAUT and IRIS KRAUT, 

Petitioners, 
v. 


Respondent. 


) 

) 

) 

) 


U-ilTSD STATES 

TAX COURT 
FILEO 


1975 m 19 PM 3 52 


COMMISSIONER OF INTERNAL REVENUE, ) 


) Docket No. 7663-70 

) 


NOTICE OF APPEAL TO THE UNITED STATES COURT OF APPEALS 
FOR THE SECOND CIRCUIT. 

Notice is hereby given that petitioners AARON KRAUT and 

IRIS KRAUT hereby appeal to the United States Court of Appeals 

for the Second Circuit from the entire decision entered in this 

court on the 21st day of February 1975^ re^ting to p^tfitioners. 

Dated: New York, New York 
May 15, 1975 

jcm R C 

777 rttird Avenbe 
NewJ/brk, New York 10017 
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Attorneys for Petitioners 
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Notice of Appeal Re: No. 7664-70 TAX^CCLiRT^^ 

' FILEO 
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1975 MAY 21 PM 4 44 

UNITED STATES TAX COURT 


HARRY KRAUT and MARIAN KRAUT, ) 

) 

Petitioners, ) 

) 

v. ) 

) 

COMMISSIONER OF INTERNAL REVENUE, ) 

) 

Respondent. ) 


Docket No. 7664-70 


NOTICE OF APPEAL TO THE UNITED STATES COURT OF APPEALS 
FOR THE SECOND CIRCUIT. 

Notice is hereby given that petitioners HARRY KRAUT and 
MARIAN KRAUT hereby appeal to the United States Court of Appeals 
f°r the Second Circuit from the entire decision entered in this 



Attorneys for Petitioners 
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Affidavit of Service by Mail 
In re: 


State of New York 
County of New York, sb. 


Harry Minott 


being duly swora, deposes and eays, that he is over 18 years of age. 

That on.July..9., 197.5..., he served 3 copies of the 

within. App.end.ix. . in the above named matter 

on the following counsel by enclosing said three copies in a securely 
sealea postpaid wrapper addressed as follows: 


Assistant Attorney General 
Tax Division _ 

U.S. Department of Justice 
Washington, D.C. 20530 


»nd deoositingsysan^ in the «fficiai de- 
pdsitopy underih/ exclusiveNane and 
custbdy of the/LJnited State/Post 
Oöfce\)epartn)enr\within thy City of 
New York. 


and depositing same at the Post Office 
located at Howard and Lafayette 
Streets, New York, N. Y. 10013. 



Swom to before me this ninth ’ 
day of.Jul.y. 197.5 


^ Jack A. Messina 
Notary Public, State of New York 
No. 30-2673500 
Qualified in Nassau County 
Cert. Filed in New York County 
Conumuion Expirea March 30, 1977 
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